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ABSTRACT 
Given the multiplicity of socio economic and political permutations and 
combinations, every country endeavaours to protect and nurture its own interest 
first and thus, often lead to conflicting situations. International trade is becoming 
complex and highly competitive activity, which is influenced by the multiplicity of 
factors with diverse and conflicting interests. In the process of serving their own 
interest, the counthes often create hindrances and try to lessen imports while 
provide subsidies and other benefits to their exporters for promoting them to 
export more. 
The countnes, world over, are adopting various strategies to develop their 
industnes and services in such a way so that they become self-sufficient and still 
generate some exportable surpluses. In the process many countries have 
obstructed the inflow of goods and services from abroad, while many countries are 
gradually opening up their markets and are trying to compete and beat them in the 
market. 
These efforts have generated a relatively a newer concept of economic 
regionalism. A few such examples are EEC, African common market, OPEC and 
perhaps the newly formed commonwealth of Independent state (CIS) etc. These 
regional groups were formed by different countries with different objectives. For 
instances, OPEC and commonwealth of independent states were primarily formed 
to protect their domestic market and industry. On the other hand regional groups 
are also formed to cooperate and share their resources, so as to make optimum 
use of it. The former approach was protective in nature and is relatively counter 
productive as against this the later approach is positive one and has far reaching 
influence on the world trade. The concept of custom union and common markets 
have brought economies together, helped them to utilize their resources optimally 
and increased their bargaining leverage in the world market: Such economic 
unification's have even influenced the consumption and production patterns in the 
domestic market and also had a bearing on the composition and direction of the 
foreign trade of all the member countries. 
The occurrence of benefit of such regional economic unifications largely 
depends on the degree of unification. There are unions which are infact paper 
horses rather than a reality and thus, the consequential benefits are negligible. On 
the other hand, a closer economic unification lead to optimal utilization of factor of 
production, technological sharing and their complementarity in terms of 
consumption as well as production. Such economic regional organization adopt 
the policy of free trade amongst themselves but largely follow a stringent 
commercial policy while trading with the outside world. European Union (EU) is 
one such reality. The member countries of this organization are committed for the 
grovi^ h and development of the region as a whole. On one ground or the other, 
they try to lessen their share of extra-EU trade while putting-in special strategic 
efforts to minimize the imports. 
Passing of USSR into nothingness paved way for the end of cold war. The 
world has become unipolar and the USA emerged as the sole leader, influencing 
the economic flows and activities. Many of the countries, world over, had to 
restructure their eco-political policies. India and the member nations of the EU 
were no exception. While formulating the hypothesis pertaining to this project it 
was clearly identified that EU, which has been selected for the study, hold plethora 
of opportunities for India's foreign trade. The European union has undoubtedly 
emerged as an important economic and trading entity of the world and it is 
becoming indispensable for India to redesign the strategies and policies. So as to 
penetrate sensitive but lucrative market of the EU. 
India's import requirements are growing fast and keeping in mind the size of 
the country and the emerging protectionism, it is not likely that the aid flow will be 
to the extent of required volume. Thus India has to increase its exports to the 
world, which is blessed with abundance of natural resources and has attained 
substantial industrial growth. The country is capable to export the goods of 
traditional nature as well as other type of semi finished or finished goods. India, 
though not part of any regional organisation, but is located in its neighbourhood 
and has yet to reap the gains from the development in the region. 
India due to its geo-political and geo-economic realities has not been aWe 
to become part of any economic regionalism. It is a common knowledge that the 
concept of Asian common Market never saw the light of the day and remained a 
concept only. It would not be prepondorous on the part of the researcher to predict 
that such regional organization would not become a reality in the future too. 
However, the absence of India's association to any economic grouping is also a 
result of its non-alignment policy in the political sphere. 
India is one of the second largest country amongst the third world which is 
characterized by its economic under development. Despite consistent and 
persistent efforts during the last half a century India has yet to become and 
important nation of the world commensurate with its size. India is making 
desperate efforts to diversify its trade to obtain better terms of trade and to enjoy 
higher trade gains. The European Union which have been selected for study in this 
project were not important trading partners in the past but they have great 
potentials and India's trade with these countries is bound to assume importance in 
future. 
The foregoing introductory paragraphs reveal that EU is the reality of the 
day. It is a live regional organization which is all committed to the regional growth 
and is considerably protective with the rest of the world. On the other hand, India 
is in dire need to increase its exports to the world. Considering the economic 
affluence and the consumption patterns of EU market, the opportunities seem to 
be huge. Based on scientific research findings and methodical analysis of the 
consumption behaviour will definitely see them the way for Indian exporters. 
EU member country's economies have rich attraction relating to their 
respective markets. These are the nations which are industrially developed and 
are quality conscious. However, as these nations are moving in hi-tech areas, 
creating opportunities for the Indian exporters to take up the areas where the said 
opportunities exist. Moreover it need to be stressed that Indian exporters have to 
be careful about the quality of the goods at competitive price. 
The member countries of EU are mostly scarce in natural resources. 
However, their geographical location and high degree of technological 
advancement transformed these nations amongst the economic giants of the 
world. They are accumulating trade surpluses over a long penod of time and have 
amassed plethora of wealth. These factors put together and some international 
pressure to reduce trade surpluses, have definitely led to structural changes in the 
domestic economies of the member countries which in turn has increased 
consumerism and consequently higher imports. 
However, it need to be stressed entering into EU market will not by very 
easy to penetrate, given the fact that the member nations have substantially strong 
inter-regional trade. The countries are endowed with limited natural resources, but 
still complement each other to a great extent. There is free flow of goods and 
services which provides an ample opportunity to the producer in terms of huge and 
affluent market. 
There is free flow of labour facilitating the skill, technical know how and 
professionalism in all the member countries. This facilitates optimum level of 
efficiency and professionalism in the industries located in any of the member 
countries. Consequently, the level of quality of the product and price there of is 
highly competitive. Needless to say that free flow of capital also facilitates capital 
intensive, automation and high tech, virtually in all the countries. 
Therefore, before entering into the EU market, India needs to make a 
honest SWOT analysis (Strengths, Weaknesses, Opportunities and Threats). In 
order to facilitate this, the thesis also covered the structure of Indian economy and 
the changes which have been brought about during the plan period. This structural 
aspect of the economy has been dealt with special reference to India's foreign 
trade. India has been facing foreign exchange crisis since independence and 
despite all monetary and fixed measures we have not been able to attain a 
favourable balance of payments position. Even a number of doses of devaluation 
have not succeeded in overcoming the foreign exchange crisis. 
It is a world wide phenomenon that the rate of growth of economies is 
lesser than the growth of nations' foreign trade. Thus, there is a constant 
increase in the percentage vof gross national products going into foreign trade. 
However, in the case of India's trade relations this growth is relatively low and the 
rate of increase in exports is somewhat slower than that of imports. Like other 
countries India too had certain items of exports including textile. The weakness 
and problems of the Indian textile industries and then constant efforts made by the 
government to improve and protect this industry, as it is a major export earner for 
the nation have also been dealt with, at appropriate place, 
While identifying the weakness and threats abroad, it was opined by the 
VI I 
researcher that the quality is the most vital issue to be addressed by the Indian 
exporters. They have to give up the attitude of compromising the quality issue. 
They have to develop a strategy of a well studied segmentation of European Union 
market and then developed various grades of products so as to beat the 
consumers expectations and ensure their satisfaction. 
Further considering the approach of the competitors Indian exporters 
necessarily need to address the cost issue as well. The researcher feels that the 
government need to streamline and lessen the procedural work and delays, 
facilitate the availabilitv of raw material of international standards of cost and 
between the two economic entities i.e. India and EU is highly erratic. Infact the 
detail of 90's is the penod of restructunng consolidation and development of the 
union itself. While the Indian exporters took time to give up their skepticism, to 
understand the newer policies of EU and finally, to consolidate and strengthen 
their trade relations. 
The project has also covered the details of export of textile products to EU 
nations. It is heartening to note that India is flaring well in the export of textile 
items. They are successfully competing with the European textile industry which 
V I I I 
poses itself to be the producer of very high quality goods suitable for the 
consumers of European market, while Indian produces are fighting neck to neck. 
However, being a labour intensive industry, India has an obvious advantage when 
compared to the goods produced within EU itself but when compared to 
neighbouring competitors, India still need to go far. 
In this project the researcher has also attempted to give certain suggestions 
to increase Indian export to EU with special reference to textile products. 
The first suggestions is ofcourse the production and supply of high quality 
goods at competitive prices. The products should be developed in various grades 
providing auction of cost-quality combination to the customers of different 
segments. 
While collecting the primary data and relevant information it has repeatedly 
been noticed by the researcher that Indian exporters are often reluctant to venture 
into newer and smaller market like Netherlands, Belgium etc. They also do not 
seem willing to honour small orders. This approach create hindrance in 
developing newer relations and customers. Thus, this is suggested that Indian 
exporters should try to honour smaller projects and should keep on identifying the 
new market and customers continuously. This should further be coupled with the 
publicity and sales promotional efforts pertaining to their produces. In this process 
they should also take care with regard to proper packaging and delivering 
schedules. 
IX 
To cap it all it is also suggested that the government should also play a 
parental role with the exporter of the nation by providing them the single window 
support in terms of facilitating research based data pertaining to the EU market, 
supply of raw material, electricity, transportation, insurance and banking services 
at nominal possible pnces. The researcher feels that the said suggestions if taken 
care of by the exporters, their exports would grow at a much faster rate and they 
would not only be able to penetrate the market but also rule the market. This 
would initiate the era of trade surpluses and such availability of foreign earning 
wniiiH fiirthfir nut the nation on the trajectory of growth and development. 
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INTRODUCTION 
Tracking down the development of human civilization reveals that in the 
earlier phases of life the man lived a simple life. As the socio economic activities 
increased, the inter-dependence of man has also magnified. In the present 
system, the economic requirements of man have increased so niuch as now even 
the nations are not considered capable of satisfying such economic needs of their 
respective citizens, paving way to the international trade. 
Given the multiplicity of socio economic and political permutations and 
combinations, every country tried to protect and nurture its own interest first and 
thus, often lead to conflicting situations. International trade is becoming complex 
and highly competitive activity, which is influenced by the multiplicity of factors with 
diverse and conflicting interests. In the process of serving their own interest, the 
countries often create hindrances and try to lessen imports while provide subsidies 
and other benefits to their exporters for promoting them to export more. 
The countries, world over, are adopting various strategies to develop their 
industries and services in such a way so that they become self-sufficient and still 
generate some exportable surpluses. In the process many countries have 
obstructed the inflow of goods and services from abroad, while many countries are 
gradually opening up their markets and are trying to compete and beat them in the 
market. 
These efforts have generated a relatively a newer concept of economic 
regionalism. A few such examples are EEC, African common market, OPEC and 
perhaps the newly formed commonwealth of Independent state (CIS) etc. These 
regional groups were formed by different countries with different objectives. For 
instances, OPEC and commonwealth of independent states were primarily formed 
to protect their domestic market and industry. On the other hand regional groups 
are also formed to cooperate and share their resources, so as to make optimum 
use of it. The former approach was protective in nature and was relatively counter 
productive as against this the later approach was positive one and has far 
reaching influence on the world trade. The concept of custom union and common 
markets have brought economies together, helped them to utilize their resources 
optimally and increased their bargaining beverage in the world market. Such 
economic unification's have even influenced the consumption and production 
patterns in the domestic market and also had a bearing on the composition and 
direction of the foreign trade of all the member countries. 
The occurrence of benefit of such regional economic unifications largely 
depends on the degree of unification. There are unions which are infact paper 
horses rather than a reality and thus, the consequential benefits are negligible. On 
the other hand, a closer economic unification lead to optimal utilization of factor of 
production, technological sharing and their complementarity in trends of 
consumption as well as production. ,Such economic regional organization adopt 
the policy of free trade amongst themselves but largely follow a stringent 
commercial policy while trading with the outside world. European union is one 
such reality. The member countries of this organization are committed for the 
growth and development of the region as a whole. On one ground or the other, 
they try to lessen their share of extra-EU trade while putting is special strategic 
efforts to minimize the imports. 
The experience shows that international social, cultural and political 
organizations have always faced ebbs and tides and many of them have passed 
into nothingness over the period of time. However, in the economic sphere it is 
noticed that the international organizations like I.M.F., I.B.R.D., etc continued to 
play their active role. It is also important to note that the organizations which are 
involved in the protection and promotion of international trade, have even bigger 
role to play. The countries with the economic strength could have brow beaten the 
developing nations, had there been no such international organization playing their 
parts. 
India's import requirements are growing fast and keeping in mind the size of 
the country and the emerging protectionism, it is not likely that the aid flow will be 
to the extent of required volume. Thus India has to increase its exports to the 
world, which^ is blessed with abundance of natural resources and has attained 
substantial industrial growth. The country is capable to export the goods of 
traditional nature as well as other type of semi finished or finished goods. India, 
though not part of European Union, but is located in its neighbourhood and has yet 
to reap the gains from the development in the region. 
India due to its geo-political and geo-economic realities has not been able 
to become part of any economic regionalism. It is a common knowledge that the 
concept of Asian common Market never saw the light of the day and remained a 
concept only. It would not be prepondorous on the part of the researcher to predict 
that such regional organizational would not become a reality in the future too. 
However, the absence of India's association to any economic grouping is also a 
result of its non-alignment policy in the political sphere. 
India is one of the second largest country amongst the third world which is 
characterized by its economic under development. Despite consistent and 
persistent efforts during the last half a century India has yet to become and 
important nation of the world commensurate with its size. India is making 
desperate efforts to diversify its trade to obtain better terms of trade and to enjoy 
higher trade gains. The European Union which have been selected for study in this 
project were not important trading partners in the past but they have great 
potentials and India's trade with these countries is bound to assume importance in 
future. 
The foregoing introductory paragraphs reveal that ED is the reality of the 
day. It is a live regional organization which is all committed to the regional grov r^th 
and is considerably protective with the rest of the world. On the other hand, India 
is in dire need to increase its exports to the wodd. Considering the economic 
affluence and the consumption patterns of EU market, the opportunities seem to 
be huge. Based on scientific researcli findings and methodical analysis of the 
consumption behaviour will definitely see them the way for Indian exporters. 
It is against this back drop that the researcher has choosen to work on the 
research work entitled - "Indo-EU trade relations - A case study of textile 
industry". 
Methodology 
While collecting the data, it was found that the data was not uniformly 
available. For some years country wise data with respect to India's exports and 
imports etc with ail the member nations of EU was available. While, during certain 
period information of India's trade with only selected EU countries was available. 
To cope up this problem the available information has been analysed in two 
phases in chapter four. 
The nature of study is such that the researcher has to depend on secondary 
data for which the main sources are given below: 
(a) The year books of financial statistics and direction of trade statistics. IMF 
publication various issues. 
(b) The Europa year book, Faro East Asia and Australasia and India year book 
and economic survey. 
(c) Government publications of India and other countries such as issues of 
white paper on international trade and news letters of different countries. 
(d) Data regarding composition of India's trade collected from various issues of 
Statistics of the Foreign Trade of India by countries. 
(e) W.T.O. secretarial estimates based on European commission data. 
(f) European observatory for textile and clothing (1996) 
(g) European report of August, November and December 1996. 
(h) Estimates by I.M.F. 1997. 
In order to analyse the trends in India's trade with countries under review, 
percentage variations over the previous years are depicted on the graph. 
A higher index suggests a high degree of concentration of India's trade with 
any or some of the countries of the region on vice versa. 
With the application of all the statistical tool an attempt is made to maintain 
the objectivity of the project. On the basis of the trends and results drawn, 
endeavour is made to interpret and also to make appropriate suggestions so that 
the decade of 1990s may prove to be a glorious chapter in Indo-Pan Pacific trade 
relations. 
HYPOTHESES 
The work is essentially based on the secondary source, hence the 
hypothesis of this study are based on the 'Pilot Research' conducted by the 
researcher and are being tested by using published material. However, the 
hypotheses are given as below: 
(a) European union nations iiave great economic potentials for otiier countries. 
Their population and growing affluence create vast scope to maintain or 
increase exports to these countries. 
(b) The economic structure of India and that of EU nations is such that they 
become complimentary to meet each other's requirements. 
(c) Indian textile industry has all the potentials to meet the specifications of EU 
customers. 
(d) The trade compositions underwent a substantial change but still it is highly 
skewed and diversification is needed. 
(e) The pace of India's exports and imports from EU nations have increasing 
trends during the period under review. 
(f) More stress on quality maintenance and price control is required. 
Format of the project 
The project is divided into six chapters in order to have a synoptic and 
comprehensive view of India's trade relations with EU nations. In the first chapter 
an attempt is made to have a comprehensive but selective view of the international 
trade theories. The chapter also evaluates the gains and tenns of international 
trade alongwith the constraints and the contribution of international trade to the 
economic growth. 
In the second chapter, the economies of the member nations of ED, are 
analyzed with reference to their trade policy frameworl<. The third chapter presents 
Indian economic scenario with special reference to Indian textile industry and its 
textiles exports. 
The fourth chapter deals with the India's trade with EU nations with special 
reference to textiles trade. In this chapter to analyze the trends in trade volume, 
graphic presentations of percent variations is depicted and the composition of 
India's imports from the exports to the EU member countries given. 
An analysis of India's is made in the fifth chapter. Export items are identified 
mainly for the markets of EU nations, which have export potentials. The sixth and 
•last chapter highlights the major conclusions. An endeavour is made to give to 
smoother trade relations between India and EU nations. 
CHAPTER 1 
CONCEPTUAL FRAMEWORK 
International Trade 
Trade: The term is as old as human society itself, as no man is or was 
ever sufficient unto himself. Thus the trade began with the human society. In the 
beginning it was in the form of the barter system i.e. exchange of goods and 
services for the same. There was no monetary exchange. But with the passage 
of time and the development of human society the demands of the individual as 
well as the society has multiplied numerously and has become much more 
complex than in the former centuries. Today, the trade has developed from the 
primitive concept of barter to that of monetary exchange and from inter-personal 
to that of international trade. Now, in the modern world, the boundaries of trade 
have expanded beyond limits. The distance between regions have been 
shortened or linked with the help of various means of transport i.e. air, water and 
land. Efficient and modern transport system has solved the time and distance 
problem. 
More and more resources have been discovered and exploited for the 
benefit of mankind as a whole and with these development have enlarged newer 
ideas of international trade. "Business going global" is the right phrase to define 
the term. It cuts across the frontiers that divide the nations. 
So, we observe that an important characteristics of economic life of the 
past has been the shift in the objectives of trade between nations. 
Only three decades ago it was deemed to be sufficient that the foreign 
trader persuade his own interest in arranging his international transactions. 
According to Adam Smith - "The invisible hand guided these transactions" so that 
the foreign trader in pursuing his own, also worked in the interest of the society. 
But, today we are much more demanding and we can no longer leave it to 
chance or co-incidence or to the invisible hand to assure that international trade 
serves national interest. International trade must therefore, coincide with the 
domestic objective of the economy. 
However, the fundamental question is that why does international trade 
takes place? Nations trade with each other for the same reason that individual 
trade with each other. 
Nature has distributed unequally the various sources of raw-materials and 
factors of production over the surface of the earth. Different countries, located on 
different latitude and longitude, differ in their natural endowment. Different 
climatic conditions, mineral resources, technology, mines, labour, capital, 
entrepreneurial and managerial skills etc. are responsible to the variation. These 
factors decide the capacity and capability of various countries to produce goods 
and services. The difference in production possibilities leads to situation where 
one country can produce some goods more efficiently and cheaply than other, 
but there is no single country that can produce all the goods cheaply and 
efficiently e.g. Japan can produce electronics and automobiles more efficiently 
than any other country and Malaysia can produce rubber in abundance. 
Production in both the countries of their respective products is in such 
abundance that they can not consume all, so they can export the excessive to 
other countries and import those items which they can not produce efficiently and 
cheaply. Thus this division of factors of production among the world nations is 
similar to the division of labour among individuals. 
Thus, the immediate cause of international trade is the existence of 
difference in prices of goods and services between nations. Price difference 
arises either because of the difference in the supply condition (or production 
possibilities) or because of difference in demand conditions (or taste patterns) or 
because of some combination of both. 
Let us consider a simple model of two countries and commodities in order 
to understand the basic causes of international trade. 
Let's study the following graphs: 
Foreign country 
S Exports 
Y-axis 
P 
Home country 
4 
Q X-axis Q 
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Fig 2: Identical supply conditions but different demand conditions 
In the above diagrams x-axis represents the quantity demanded and 
supplied where as y-axis represents the price of commodities. The left side 
represents the foreign country and exports where as the right side shows home 
country and its imports. 
Price in the foreign country is PF i.e. the point where demand curve D and 
supply curve S intersects. Similarly, PH is the price in the home country. 
From both the figures we can see that price in foreign country (PF) is lower 
than in the home country (PH) for a given product. This is in the absence of trade 
between the two countries. This price differential (PH>PF) is due to (a) different 
supply conditions in diagram (A) where the foreign supply curve is more elastic 
than the domestic supply curve (b) different demand conditions in the diagram 
(B) where the domestic demand curve is more elastic than the foreign demand 
curve. 
The price in the foreign country PF is at the point of intersection between 
the demand and the supply curve (point 1) in the foreign country. PH at point 2 is 
such a point for the home country. Prices in the home country attracts imports of 
the goods into this country from the foreign country where the price of that good 
is relatively lower. Once the two countries brought together into trade relations 
with each other, the foreign country would emerge as an exporter and the home 
country would become the importer of that product. The goods will be continued 
to be exchanged until the price differential is completely wiped off. This point is 
reached at (P) price. From (PF) the price will rise to (P) in the foreign country. 
This is due to increasing export dennand. From (PH) the price will drop to (P) in 
home country and this is due to increase in import arrivals from the foreign 
country. Once (P) price established, reducing the price differential in the 
countries (PH and PF) to zero. Quantities of exports, in the foreign country and of 
imports in the home country are stabilized and are equal to each other at (P) 
price. 
This, therefore, suggests that incentive to trade continues as long as there 
are differentials, and the incentive to trade ceases to exist as soon as the price 
equalization is achieved. 
Price differentials or the difference in demand and supply are not the only 
cause of international trade. There are many other reasons for international 
trade between the countries. One can be that nature has decreed important and 
enduring differences between countries. Some are rich in copper and other are 
rich in petroleum, some have huge waterfalls, others have fertile plains. Some 
countries have heavy rainfall to grow enough rice and cotton, others have next to 
none. One may have the plains and rainfall needed to grow wheat, another may 
have rich deposits of iron ore next to a waterway that can carry ore to coal. 
Finally some countries have large population to develop complex industries, but 
others are so very under populated that their land can not even be worked or 
their ores extracted. 
In one sense people are natural resources while in another there are a 
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major burden on resources. More number like in India, may not be the gift of 
nature, but the skills, attitude, talent, intelligence of the masses strongly influence 
a country's comparative advantage. A nation rich in people but poor in skills may 
be suited to certain tasks but not for the production and exports of manufactured 
goods. A nation that has very few persons per square mile but has lavished its 
energies on technical training is likely to enjoy comparable advantage in 
production of precision goods. So, we can finally conclude that it is not only 
demand and supply that leads to international trade but also other reasons. 
There were various economists who have been working hard to explain 
the international trade, so they propounded various theories having different 
assumptions. Assumptions are the simplified fomn of reality. The real world in 
which we live generally, turn out to be too complex for the economists to capture 
fully into their economic models. The validity of conclusions drawn from 
economic theories depends largely on how realistic are the assumptions made. 
If the assumptions are plucked from the air, rather than drawn from observed 
reality, the theory would turn out to be unreal and will hardly be useful for the 
practical policy formulation. Thus only that theory is useful as well as successful 
which has practical application to the world reality. 
So, it is logical to make a review of the different theories on international 
trade. 
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1. Classical theory on international trade by Adam Smith 
He propounded the theory of absolute advantage. He was a great 
defender of free trade on the ground that this automatically promoted 
international division of labour. By allowing nations to concentrate their 
production on the goods which could, be made most cheaply, with all the 
consequent benefits of division of labour. 
Lets take an example, assume that Malaysia is much more suitable for 
growing rubber than the U.K. and the same amount of labour can produce more 
rubber than UK. On the other hand same number of labour in UK can produce 
much more computers. 
This leads to the situation of absolute advantage. This situation can more 
easily be understood by the following given chart. 
Labour cost of production 
U.K. 
Malaysia 
Rubber 
10 
20 
Computer 
20 
10 
International ration of exchange 
10:20; 1 unit of A = 1/2 unit of B 
20:10; 1 unit of A = 2 unit of B • 
It will be of obvious advantage to both the countries to employ the 
principle of division labour and to produce the goods in which each has an 
absolute advantage and the two countries should undertake intemational 
exchange. 
2. The theory of comparative advantage by David Ricardo 
According to him a country will concentrate its resources on the production 
of those things in which it has the greatest relative advantage over other 
countries and it will get from abroad those goods in the production of which it has 
least relative advantage. 
Comparative Difference in Costs. When the comparative advantage is 
different, trade will arise and it will continue. Suppose that 
In Country A 
In Country B 
Marginal cost of producing wheat is Rs. 70 a qtl. 
Marginal cost of producing cotton is Rs. 140 aqti. 
Marginal cost of producing cotton is Rs. 70 a qtl. 
Marginal cost of producing whet is Rs. 50 aqtI. 
In this case, country B can produce both wheat and cotton cheaper than 
country A. But the comparative advantage is higher in the production of cotton 
than in that of wheat. On the other hand, A has a comparative disadvantage in 
the production of both the commodities but the disadvantage is lower for wheat 
than for cotton. 
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Thus: Cost Ratio 
Country A: 
1 qtl. of wheat = 1/2 qtl. of cotton 1:2 
Country B: 
1 qtl. of whet = 5/7 or .71 qtl. of cotton 1:1-2/5 
It will, therefore, pay country B to specialize in the production of cotton and 
A in wheat. 
Gain with Comparative Differences in Costs. In this case a surplus 
arises with specialization. 
Without Specialization: 
A = 1 quintal of wheat + .50 quintal of cotton. 
B = 1 quintal of wheat + .71 quintal of cotton. 
A + B = 2 quintals of wheat + 1.21 quintals of cotton. 
With Specialization, A producing wheat and B producing cotton only: 
A = 2 quintals of wheat. 
B = 1.42 quintals of cotton. 
A + B = 2 quintals of wheat + 1.42 quintals of cotton. 
Surplus = .21 quintal of cotton. 
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This is the gain from trade. 
We may sum up the theory of comparative cost in general terms. An 
individual is able to perform many tasks but he does not perform them all. He 
selects that work which pays him the most. A doctor can also do the dispensing 
but he does not do it; a lawyer can perhaps type, but he does not do it; a 
professor can teach his son reading in a school but he does not do it. All these 
people find to their advantage, and it is also to the advantage of the community, 
that the inferior work is left to inferior persons. In that case, time and energy are 
more profitably employed. 
The same principle works in international trade. Considering climatic 
conditions, distribution of mineral and other natural resources, geographical 
position and physical configuration, every country seems to be better suited for 
the production of certain articles rather than for others. It will be to the advantage 
of each country, as well as to the advantage of the world as a whole, that each 
country specializes in the production of those commodities for which it has 
greater relative advantage. In that case, the productive resources of the 
countries concerned will be more remuneratively employed. 
Thus the theory explains us how the trade takes place due to comparative 
advantage, but it has certain weaknesses on the basis of which it has been 
criticized. They are: 
(a) It assumes only one factor of production i.e. labour and ignores the rest. 
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(b) It considers only supply side and ignores the demand side. 
(c) Transportation is completely ignored. 
(d) Gains from the trade some how accrue to the country as a whole. 
(e) It is only two country and two commodity model whereas in international 
trade it is not so. 
3. Heskher - Ohiin theorem 
Recent contribution to the pure theory of the international trade have relied 
heavily on the factor proportions analysis developed by the two Swedish 
economists EL Heskher (1919) & BERTH OHLIN (1933). 
They propose that the production function for a given commodity is the 
same irrespective of the country of production. An identical absolute input of 
productive factors will result in the same output of a given good in any country 
while production function for any goods are identical from country to country, they 
do however vary from commodity to commodity. One production function weight 
require a relatively large supply of labour to combine with capital and hence give 
rise to a labour intensive goods, while the other production function might require 
relatively smaller supply of labour and therefore its associated good is capital 
intensive. This factor intensity difference in the production function of the two 
commodities in conjunction with observable differences in comparative cost of 
relative factor endowments of the countries accounts for international differences 
in comparative advantage, has been formulated in the famous Heschker OhIin 
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theorem; a country tends to export commodity which uses intensively that factor 
with which the country is relatively plentifully endowed. Thus the theory is passed 
upon general equilibrium assumptions: 
a) Trade may be considered between two regions. 
b) Qualitative difference between factors of production can be ignored. 
c) Factors of production are intra regionally fully mobile while inter regionally 
immobile. 
d) Everything else is freely mobile. 
e) Exports and imports can only be considered in terms of only transactions 
of good. 
f) Each region posses a separate currency only on paper. Practically it is 
exchange of goods that matters. 
Analyzing the consideration for relative differences in prices between two 
regions Ohiin goes onto state that the prices of goods in a country depends upon 
prices of demand and supply and will be same if the following condition could 
prevail: 
(i) Wants and preferences of consumers as well as their income were 
identical. 
(ii) The factor of production were available in both the regions In more or less 
the same proportions. 
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(iii) Any differences in the supply of factors could be balanced by an exactly 
compensating difference in demand conditions. 
Criticism of Hechkscher Ohiins theory: 
1. Since it is based upon over simplified assumptions, it is unrealistic. 
2. Haberler has pointed out that although Ohiin's theory is more realistic, yet 
it remains a partial equilibrium analysis. Ohiin has failed to develop a 
comprehensive general equilibrium analysis. 
3. One assumption underlying Ohiin's theory is that relative factor price 
reflect relative factor endowments. This gives under importance to supply 
and attaches less importance to demand. But we know that demand 
conditions also explain the basis of International trade. 
4. Also, it may be pointed out that if demand conditions are given due weight 
the commodity price ratios may not correspond to cost ratios. 
5. The criticism have also urged that differences of relative factor 
endowments (which is the very basic of Ohiin's theory) are only one of the 
several explanation for the commodity price differences of the 
internationally traded goods differences in production techniques or in 
factor techniques; Consumer's demand etc. are also important in this 
connection. 
6. It is also said that the prices of commodity are not determined by factor 
costs, but it is the other way about i.e. the price of factor of production, 
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(e.g. raw material) are determined by the prices of final goods paid by the 
consumers. 
Two more attempts have been made to explain why international trade 
takes place: 
(i) Kranis argues that due to lack of natural resources relative to demand or 
technological advances and product differentiation which allow the 
innovating country to have temporary monopoly powers. Natural and 
artificial scarcity therefore creates this availability. This unavailability leads 
to trade between nations. 
(ii) Linden distinguishes between trade in manufacture and trade in primary 
products which is of course natural resource incentive and can be 
explained in terms of relative factor endowment. 
There are the latest theories on international trade and though not 
brilliantly successful, are significant. 
4. Factor price equalization and Income distribution: 
It states that under certain conditions international trade in commodities 
like international movements of the productive factor, causes the absolute 
returns to each of the factors of production; to be identical in each of the 
countries participating in the trading network. If absolute factor returns are the 
same, so are the relative factor prices. 
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5. Theory of opportunity cost: 
Harberler re-states the theory of comparative costs by taking two factors 
of production:-
Labour and capital in terms of opportunity costs. According to Harberler 
each country exports goods which it produces at lower opportunity cost and 
import those with higher opportunity costs. Let us take an example to 
understand the theory: 
Let's suppose that India can produce 100 bushels of rice or 100 kg of tea 
when all its factor of productions are fully employed, but naturally a country will 
not produce any single products but a large of goods. So, lets assume that India 
produces both rice and tea in various proportion as shown in the graphs with the 
help of all resources available to her. 
X-axis represents the kg of tea and Y-axis represents the Bushels of rice 
that India can produce with the available factors of production. PP Curve 
represents all the possible combinations of the various quantity of both products 
that can be produced. The opportunity cost of rice in terms of tea 1:1. 
At point K, India produces 50 bushels of rice and 50 kg of tea and at any 
point outside the curve, e.g. Ki kg is the point of inefficient position or under 
utilization of resources or factors of production. 
Similarly the PP curve of another country say U.K. can also be drawn, but 
it can produce only 100 kg of tea or 50 Bushels of rice with the available 
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resources. So the opportunity cost of tea in terms of rice is 100 is to 50 or 1:1:5. 
X-axis represents 100 kg of tea and Y-axis 50 bushels of rice that U.K. 
can produce with the available resources. 
For India opportunity cost of rice in terms of tea is 1:1 as against U.K. is 
1:1/2. Thus trade will benefit both the countries as long as the rate of exchange 
between rice and tea lies between: 
1 unit of tea : from V2 unit of rice to 1 unit of tea. 
From the above data, it can be concluded that between the two countries, 
rice will be cheaper in India and tea will be cheaper in U.K. this is because in 
order to have on additional unit of rice, India has to forego one unit of both, 
whereas U.K. has to give up two units to tea. On the other hand, in order to have 
an additional unit of tea India has to give up one unit of rice, where as U.K. has to 
give up Vz unit of rice, this clearly means that India has a comparative advantage 
in production of rice and U.K. has advantage in producing tea. 
Thus, India will export rice and import tea, while U.K. will export tea and 
import rice. By doing so both the countries gain and trade takes place. 
Thus, the various above theories give explanation of international trade. 
International trade benefits all the nations and the consumers avail large variety 
of commodities from far and near which helps to raise their standard of living. In 
other words international trade adds a global dimensions to traditional domestic 
economic. Analysis concerning how individuals, families and organizations 
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balance their expanding needs and wants against tine limited resources available 
to satisfy them. The people around the world continually seek to maximize their 
welfare by a wide variety of interactions and exchanges across boundaries. 
Differences in aspiration, human, natural and capital resources, technology 
culture, social and political systems and other factors are always apparent and 
lay the foundation for mutually advantageous economic relationship. 
Differences in natural and political endowments have created a gap 
among economies of the nations and therefore economies of some nations are 
highly developed, some are developing while others are underdeveloped. 
Thus, nations are categorized according to their economic strength and 
weaknesses and stage of development i.e. developed, developing and under 
developed. 
Developed nations are those which have achieved substantial 
manufacturing and service capability in addition to advanced techniques in 
agriculture and raw material extraction. They have latest technology in 
everything. Their people have high standard of living. 
Developing nations are those whose production sector is dominated by 
agriculture and mineral resources, are still in the process of building up their 
industrial sector. They don't have much advanced techniques in most of the 
sector i.e. agriculture as well as Industrial. They are striving hard to compete with 
the developed nations. 
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Under developed nations are the poor countries and are called third 
world countries. The limitation of the third world in trade expansion comprise 
1 
heavy dependence on agriculture with low and poor productivity; poor per capita 
2- 3 
income and low level of investment; inadequate exploitation of natural resources; 
4-
lack of skills and technologies almost at every level of economic activity; reverse 
transfer of technology and skills; weak infrastructure; limited development of 
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industrial and cottage sector; shortage of financial and credit facilities and many 
other such draw backs. 
The generalization is often made that most of the richer nations are 
located in the northern hemisphere and the poorer in the southern hemisphere. 
This gives rise to the expressions "North/South" in reference to many 
international problems, confrontations and dialogues. 
Most of the trade takes place between industrialized countries and rest of 
the nations strive to strengthen their economies by trade, barter, and 
concessions from the major developed nations, e.g. OPEC: Organization of 
Petroleum exporting countries controls much of the world's immediately available 
energy resources which the industrial nations need to keep their economies 
functioning. 
As a result, the global economy has suffered from serious imbalances in 
recent years in the wake of adverse international economic developments, 
characterized by energy crisis, worldwide inflation, recession, mounting 
unemployment, unstable exchange rate, avail growing protectionism in the major 
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markets. A yawning gap has emerged in economic disparities between 
industrialized countries and the non oil-developing economies. The inherent 
weakness of developing countries manifests itself in their technological 
backwardness hampering high quality production and value added manufactures 
and semi-manufacturers at competitive prices. 
Similarly, many nations enjoy recognized comparative advantage i.e. 
relative superiority in cost quality and services from certain good, due to, may be 
natural advantages, which can benefit many or all the nations if such advantage 
are widely made available. But such advantages can be lost over time. When this 
happens or where non comparative advantage exists, demands on domestic 
government frequently arise for protection against job losses and sales and profit 
reductions from foreign made goods and services. 
The principal trading partners of developing countries are developed 
economies of North America, Western Europe and Japan, which are no match 
for the fomner. An analysis of region wise trade indicates that over two third of 
exports of developing countries are directed to industrialized markets, major 
shares being accounted from by EEC, USA and Japan. 
According to the latest available international trade statistics only 27.3% of 
their export trade to, is with third world nations, including 4.4% with OPEC region 
and 22.9% with co-developing economies with nearly 70% of annual exports 
directed to developed market economies. The third world has the major trading 
partners in EEC with 26.5% share individual important markets, however are the 
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USA and Japan with 20% and 13.9% share respectively. 
After acknowledging why international trade takes place, lets throw some 
light on the consequences or result of International trade: 
(i) Equalization of commodity prices 
Obviously, direct effect of international exchange of goods is to equalize 
the price of similar goods in the trading countries. Exact equalization is out of 
question, because export and import of goods also includes transport charges 
and other service charges which varies from country to country. Thus, there must 
always be some difference in prices of the internationally traded goods to 
compensate for these costs. 
(ii) Equalization of factor prices 
Commodity prices in the ultimate analysis depends on the factor prices, 
hence equalization of commodity prices. The prices of relatively source factors 
will fall since the goods in which they are used will be imported and demand for 
such factor will diminish. On the other hand, there will be greater demand for the 
relatively cheap and abundant factors, for the goods in which they enter will be 
exported. Their prices will therefore tend to rise. But absolute equalization should 
not be expected. 
(iii) Equitable distribution of source materials 
Nature has endowed different countries with different raw materials in 
varying proportion e.g. - Oil in Arabs, Jute in Bangladesh and gold in Africa. 
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Some countries may have rich deposits of natural products, where as others may 
be poor, in the same product. Thus through international trade, these materials 
are equally distributed among various countries of the world. 
(iv) Effect on factor supplies 
It is also possible that the fall in the prices of scarce factors may lead to 
contraction in their supply and rise in the prices of abundant factors may result in 
the extension of their supply. This may accentuate differences in factor supply of 
the two countries. 
(v) specialization and International division of labour 
International trade leads to specialization of goods whose cost of 
production is comparatively lower and this leads to international division of labor, 
which is of mutual advantage to the trading countries. Not only will their standard 
of living rise but they will also progress economically and industrially. Their 
productive resources will be part to optimum use. Disadvantage arising from 
uneven distribution of factor endowments will disappear. Although, it must be 
admitted that the gain accruing from international trade will not be distributed 
equally. Advanced countries will gain relatively more than the under developed 
countries. 
(vi) International trade effects people taste and desires 
demand for certain goods will increase and for some new goods will arise. 
So, international trade will both effect the nature and volume of demand. 
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After considering the consequences of international trade, we can 
conclude that benefits from foreign trade arise from specialization on the basis of 
comparative cost theory. It brings about improvements in production and 
promotes economies development. It presents monopolies and is beneficial to 
consumers by providing them new and cheap commodities. It also facilitates 
international payments. There is no doubt that the participating countries enjoy 
numerous benefits from international trade. 
The gains or benefits from international trade can broadly be classified 
into static dynamic gains:-
Static gains arise from optimum use of the countries factor endowments 
and resources in men, money and material, so that the national output is 
maximized resulting in social welfare. 
Dynamic gains on the other hand refer to those benefits which promotes 
economic growth of the participating countries. 
We can safely conclude that in the present world no nation can survive 
without international trade. 
FREE TRADE Vs PROTECTION 
'Protection', refers to the policy of governmental interference in 
international trade when the government of a country deliberately interferes in Its 
imports and exports business, it is infact embarking on a policy of protection. 
Under this policy an unfavourable treatment is accorded to the goods 
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manufactured by foreign country and a favourable treatment is given to the 
product of home industries. 'In other worlds discrimination is practiced against 
foreign goods. 
If the government doesn't practice any protection polices and puts no 
artificial barriers to trade it is called "Free trade". Under free trade there are no 
restrictions & economy is left free for all nations to trade v/Wh the home country 
or we can say that where goods and services flow across the international 
boundaries on the primary basis of comparative advantage. 
In the words of Adam Smith, the term 'Free Trade' has been used to 
denote "That system of commercial policy which draws no distinction between 
domestic and foreign commodities and therefore neither imposes additional 
burden on the latter, nor grants any special favours to the former". Free trade 
however do not require the removal of all duties on commodities. It only insists 
that they shall be imposed exclusively for revenue and not at all for protection. 
The doctrine of free trade is the extension of the doctrine of division of 
labour to the international field. Free trade theory is that such a policy enables 
every country to denote itself to those forms of production for which it is best 
suited on the basis of comparative advantage. 
Though free trade is commonly under attack from protectionists has "its 
own supporting argument. They are: 
(i) Free trade leads to maximum utilization of the productive resources 
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available in the whole world as under free trade each country will 
specialize in the production of those goods for which it is best suited and 
import those which are produced at connparative disadvantage. 
(ii) Under free trade division of labour occurs on an international scale leading 
to greater specialization, efficiency and economy in production. 
(iii) The competition is more intense. 
(iv) Domestic monopolies are discouraged. 
(v) There is less scope of corruption which is more rampant under protection. 
Before 1850, Britain was in a strong position to have free trade. It was 
financially and industrially more established than any other western countries. 
But soon had to adopt protection policy for various reasons. 
Unfortunately, the world never had free trade universally. There would 
always be one or the other transitional period in most of the nation's cases even 
if every country agreed to change over to the free trade. If such a transition were 
to occur, then the less efficient industries at present supported by various state 
protections would be eliminated and numerous pressure groups would oppose 
such a thing. 
During the early modern period, roughly 16*^  and IS**" centuries there grew 
up a widely accepted body of doctrine that centered round the idea that exports 
were good and imports were bad and that foreign trade should lead to an influx 
of the precious metals brought about by an excess of exports over imports. This 
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doctrine called the "Mercantilist doctrine", was applies in practice to built up 
elaborate schemes of protective tariffs, embargoes, export subsidies and other 
devices. It was a period of rivalry between countries constantly faced with the 
threat of war. The central aim of economic policy was therefore, to built up the 
nations internal economic strength - self sufficiency in both resources and 
industries, stimulated both by subsidy and by trade barriers against competing 
imports. 
During the 19'^  & early 20"^  century restrictions upon trade were discussed 
mainly in terms of protective tariffs. But in the present century other fonns have 
come more & more in to use so that the world trade is now controlled by an 
incredibly complicated tangle of restrictive devices. Tariff is not the single form of 
restrictions on free trade. The 1930 & depression caused a large number of 
measures restricting international trade. Some of these measure as grew up 
because of preparation during the cold war period of 1930's. This arose after 
world war II as a result of economic dislocation. Still more come up out of the 
effort of economically backward countries to stimulate their own industrial 
development and some appeared to be a simple reflection of the exaggerated 
nationalism which dominate much of the 20"" century world. Modern trade 
restrictions, thus, reflect inter looking of economic, political and military 
considerations in the international economy. 
Thus protection is positively favoured and acknowledged. Universally, 
various arguments have been produced in favour of protection. 
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From 1850 onwards infant industry arguments for protection won 
acceptance almost everywiiere. Infant industry argument for protection is the 
oldest argument for protection. The argument in favour of protection are as 
follows: 
(i) Infant industry argument 
Policy of protection has been well expressed in the following words: 
"Nurse the baby, protect the child and free the adult" by Alexander Hamilton, a 
firm cannot compete if it is small but has to be large and strong to harvest all the 
economies of scale in production and become competitive. So, an infant industry 
is protected for some times so that it do not face competition from abroad. 
(ii) Diversification argument 
It is very necessary for a country to have diversified industrial base in 
order to maintain stability and acquire strength. Wide range of industries can be 
established only when all are assured protection. 
(ill) Improving terms of trade 
Tenns of trade can only be improved and balanced by imposing tariffs, 
quotas, etc i.e. only protection is the way to improve the terms of trade. 
(iv) Improving Balance of Payment 
If a country's imports are more than its exports, it will have unfavourable 
B.O.P. but if duties and other restrictions are imposed on imports, they will be 
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discouraged, thus improving B.O.P. 
(v) Antidumping 
Protection is also restored to as an antidumping measures. Dumping 
harms the domestic industries though it reveals the consumers temporarily. 
Dumping may also encourage monopoly of the foreign firms in home country. 
Thus, destroying the home industries. Therefore, dumping must be discouraged 
through protection. 
(vi) Bargaining 
Tariff can be used as a means of bargaining to obtain from other countries 
lower duties on its export> 
(vii) Employment Argument 
Restrictions on imports will stimulates imports, competing industries and 
its spread, thus encouraging other industries to develop in the home country as a 
result creating more employment. 
(viii) National defense 
Depending upon foreign countries for our defense is foolishness as any 
change in political relation would damage it severely. As a result certain 
industries have to be developed and protected from strategic point of view. 
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(ix) Key Industry Arguments 
One should develop its own key industry for the same reason given 
above. 
(x) Keeping money at home 
Abrahann Linchon coded:-
"I do not know much about the tariff, but I know this much when we buy 
manufactured goods from abroad, we get the goods and the foreigners get the 
money. When we buy the manufactured goods at home, we get both the goods 
and money." Thus keeping the money at home. 
(xi) Size of tlie home market 
Protection enlarges the size of the home market. 
(xii) Equalization of cost of production 
Some protection has advocated import duties to equalize the cost of 
production between home and foreign producers and to neutralize any 
advantage foreigners may have over local producers. 
There are other arguments as proper labour argument, strategic trade 
policy, etc. 
With so many arguments for protection there are also arguments against 
protection; They are:-
3.1 
(1) It increases prices and reduces choice and variety. 
(2) It makes producers and sellers less quality conscious. 
(3) It encourages donnestic monopolies. 
(4) Even insufficient firms v i^ll feel secure under protection, this discourages 
innovations. 
(5) It leaves the arena open to corruption. 
(6) It reduces the volume of foreign trade. 
(7) Protection leads to uneconomic utilization of world resources. 
On the whole we can conclude that free trade is only theoretically 
favourable but protection is very much essential practically, specially, for 
underdeveloped rations like India. 
Role of protection in under-developed countries. 
There is no doubt that historically speaking protection was an instrument 
used by industrially backward countries to catch up with the advanced countries. 
The U.S.A. as well as the countries of the European continent adopted the policy 
of protection against the United Kingdom which was industrially ahead of them. 
Now protection is given extended application in developing economies. 
They are not backward merely in industrial development but they are backward 
generally in economic development. Protection may even be needed by farm 
products. 
32 
Protection is l<nown to be of two varieties. Tine safeguarding variety and 
developmental variety. In India, we first introduced what came to be known as 
discriminating protection. This was more or less protection of the safeguarding 
variety. 
After visualizing the arguments for and against protection lets proceed to 
the methods of protection. There are various methods used to restrict the 
international trade to protect the home industries. The are as follows: 
(1) Quotas 
One of the powerful method of stemming the international flow of goods is 
to impose import quotas. If India wishes to limit the import umbrellas it can set 
an absolute limit to the number of sets which can be imported in any given year. 
Importers are required to secure an individual license which specifies their 
respective allotment. In some cases the purpose of import quota may be 
precisely the same as that of the protective tariff, to foster domestic, production 
by excluding foreign products. In the post war period however, the purpose has 
frequently been different. Quotas are used to cut down on what are considered 
as essential imports, so that the foreign funds available can be used to import 
more essentia! products e.g. some important industrial machinery or some latest 
techniques. 
Similarly exports quotas are also set in order to retain some products 
primarily for domestic use. But some countries control export for a very different 
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purpose i.e. stabilizing markets and securing monopoly prices for products of 
wiiich they are tine principal producers as in the case of Indian's control on tea. 
(2) Rationing of foreign currencies 
The purpose of import control can also be achieved by rationing of foreign 
currencies (Dollars or Ponds) available for the purchase of foreign goods. Rather 
than setting the absolute limit on the number of commodities, a nation may 
simply set limits to amount of dollars, pounds, marks or other currency of the 
commodity exporting country, which its importers w\\\ be allowed to use for the 
purpose of the commodity. The limited funds available are allocated among the 
individual importers on a percentage basis or by some other system. This is a 
very powerful device which provides continuous and comprehensive control over 
the whole range of imported goods, it may be used if there seem to be legitimate 
purposes, but in the hands of a totalitarian government the rationing of foreign 
exchange can be an instrument of control for war like purposes. 
(3) Import Proiiibition 
Sometimes import of certain commodities is prohibited by law or allowed 
only under defined conditions for e.g. once the U.S.A. excluded the imports of 
beef from Argentina where foot and mouth disease had attacked the cattle. It 
was a "sanitary regulation". But sometimes countries indirectly curtail imports by 
refusing to export certain material until they have processed at home. E.g. 
Rumania do not export her oil unit, it is refined at home, where as, Hungary will 
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not import Rumanian oil until it is refined after being imported. 
(4) Custom duties 
This is an old method. It involves imposition of import or export duties on 
the incoming or outgoing goods respectively. The main aim in imposing such 
duty is to raise the price of the goods in order to discourage its sale or purchase. 
It is to protect the home industries. Import duties are more common than export 
duties and specific duties are those which are imposed according to different 
countries. Preference are given to certain countries and low or no duties are 
imposed on goods where as, high duties are imposed on same goods while 
exporting to other countries. Such arrangements curtail international trade and 
leads to the development of trade blocks. 
(5) Tariffs 
it is an important tool of commercial policy, although, it is primarily a 
protectionists device yet it proves to be a double edged weapon. On the one 
hand, it limits consumer's choice by forcing him to cut consumer's choice by 
forcing him to cut consumption of the goods he likes and on the other, it shifts the 
use of resources from one use to another. The effect of tariffs is to change 
relative prices of goods and services and to change the relative prices of the 
factors of production. Some of its effects are mentioned below:-
Protective effect: Tariff reduces the imports of connecting foreign goods 
and thus encouraging home producers to produce more. Thus creating 
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protective effects. 
Consumption effect: When tariff is imposed, price of the commodity 
rises and domestic consumption is reduced. Thus consumption is effected. 
Revenue effect: The government also derives revenue from the tariff 
which is measured by the quantity of imports multiplied by the rate of the tariff. 
This is the revenue effect. 
Redistribution effect: The imposition of the tariff increases the price of 
the commodity and thus reduces the consumers surplus. 
In this way some income is transferred form the consumers to producers. 
This affects the distribution of income and is called redistribution effect. 
The terms of trade effect: Take the case of two countries A and B with 
different factor endowments giving comparative advantage to each in the 
production of certain commodity. Tariff will reduce the volume of trade and the 
term of trade will improve for the country imposing the tariff. 
Effect on National Income: Imposition of tariff will increase the price of 
foreign goods which would curtail its consumption and demand for the home 
product will rise and automatically production will also rise and thus employment 
will increase as new production unit may also be set up. Thus, finally N.I. will 
increase. 
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Thus, we can conclude that practically tariff and other methods of 
protection are of great importance for a country's economic development. 
As, in the modern world there is hardly any country which is self sufficient 
in the sense that it produces all required products and services. Thus every 
country has to import those goods that it cannot produce at all or at higher 
comparative cost in the home country and export those goods which other 
countries prefer to buy from them. 
A country while importing and exporting goods has to maintain some 
records to check its trade with other countries and have proper books of 
accounts. Thus this comprehensive record of economic transactions of the 
residents of a country with the rest of the world during given period of time is 
called Balance of Payment. The record is prepared in order to provide meaning 
and measure to the various components of a country's external economic 
transactions. Thus, the aim is to present on account of goods exported, services 
rendered and capital received by the resident of the country. The main purpose 
of keeping these records is to inform government of the international economic 
position of the country and to help it in to reaching decisions on monetary and 
fiscal policy on the one hand and trade and payment question on the other. 
Balance of payment can be of current account and capital account, 
balance of payment on current account includes items like imports and exports, 
expenses on travelling, transportation, insurance, investment, income, etc. 
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Current account relate to current transaction. 
Balance of payment on capital account is made of capital transactions e.g. 
borrowing and lending of capital repayment of capital and sale and purchase of 
securities and other assets to and from foreigners - individuals and governments. 
When both the current and capital accounts are taken it is called over all 
balance of payment. It is the over all balance of payment which must balance. 
Balance of payment includes the following items: 
1) The chief item is the international trade in commodities. Export of 
commodities to foreign countries adds to our foreign receipt, while imports 
adds to the payments that we have to make to the foreigners. The 
difference between the value of exports and imports is known as the 
balance of trade which may be unfavourable if imports exceed exports and 
favourable if exports exceed imports. 
2) In addition to goods, we also trade services, such services may be of 
various kinds for which payments have to be made or received e.g. 
transport charges, shipping freight, passenger fares, harbour and canal 
dues, commercial services (fees and commissions) financial services 
(broker's fees etc) and services connected with the tourists traffic and 
payment of interest on external department. 
As against commodity or merchandise transactions, which are visible, 
these are called invisible item. 
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3) In addition to current transactions there are also capital movements 
between the countries, e.g. capital may move from one country to another, 
the country which receives capital will add to its foreign receipt at the time 
when such capital is received, but at the time of repayment of debt it will 
increase out payments to the foreigners. Capital between the two 
countries may move at the intergovernmental plan, i.e. loan from one 
government to another. It may also move on private, account when for 
e.g. American investors invests their capital in Indian industry. 
In recent years India has been getting lots of foreign loans both 
from friendly nations and private investors. 
4) By summing up the balance on the current account and the balance on 
capital account, we get a country's over all B.O.P. If there is deficit on the 
overall account, the country has to draw up its reserve of foreign exchange 
and if its surplus, its foreign exchange will increase. 
TRADE EQUILIBRIUM 
This term equilibrium means a balancing of opposite forces. Any 
departure from there tends to set these forces in operation to restore economic 
balance again. It represents a state of balance of payment in a relevant period 
which makes it possible to sustain an open economy without severe economic 
distortions. Suppose, there is physical tallying of both the sides, it cannot be 
termed as having attained a state of equilibrium. 
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However, it may not be inapt to mention that equilibrium does not mean 
only the balancing of the two sides but should also reduce unemployment and 
should sustain the cyclical and seasonal fluctuations etc. 
On the basis of time, an important factor the distinction between static and 
dynamic equilibrium can be made. The equilibrium can have short-term 
oscillations or long term-oscillations. Static equilibrium is reached when exports 
equal imports within a short-term. Dynamic equilibrium is characterized by the 
physical movement of short-term capital and gold. If the above factors are not 
strictly adhered to, then dis-equilibrium sets in. The disequilibrium may set in 
due to one or more of the following reasons. 
(1) The first one is due to undue arbitrage in the commodity operations. If 
prices tend to equalize, the disequilibrium will vanish automatically. 
(2) Individual disequilibrium is a phase of difference between domestic market 
price and the international price for the identical product. If there is parity 
between the two rates, it means equilibrium, if any disparity prevails, then it 
is known as Individual disequilibrium. This reflects itself in the Balance of 
Payment. 
(3) Investments disequilibrium is a corollary to individual disequilibrium. When 
the international interest rates show divergence, the investors become 
hesitant and consequently they do not invest abroad. 
(4) Monetary disequilibrium means that the volume of effective money in a 
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country does not bear in relation to the level of business activities, viz. there 
is visible tendency towards general expansion and/or contractions of output 
and income as well as employment. 
(5) Cyclical disequilibrium means that the income pattern of different countries 
with different elasticity's vary in a recurring manner. 
(6) Secular disequilibrium means long term disequilibrium, came due to deep 
rooted changes in the economy of the country. Foreign borrowing or lending 
may become rather incongruous when compared to domestic savings over 
investments. 
(7) Structural disequilibrium may arise at the level of goods when there is a 
fluctuation in demand or supply. 
METHOD OF ARRESTING DISEQUILIBRIUM 
(i) Correction of adverse balance of payments 
Through the mechanism of price reduction, export are encouraged and 
imports are discouraged and curtailed. This results in shrinkage of wages, 
interest and other incomes and the credit will contract. In the blooming days of 
the Gold Standard there was an automatic but temporary efflux of gold as in this 
case gold could have been imported. Once gold comes in, the whole process 
would be reversed. 
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(ii) Imposition of tariffs and quota system 
A country to maintain equilibrium may resort to imposing trade restrictions 
by way of tariffs and quotas. Tills may however cause reactions and other 
countries may retaliate. Thus imports can be curtailed but such a policy may 
lead to fall or decline in exports in the long run due to retaliatory measure by 
others. 
(iii) Devaluation 
A country's currency is depreciated only in terms of foreign currencies. 
Internal value of the currency remains unaltered. This is a very aggressive step 
as the devaluing country has to lose a vital portion of its large foreign 
investments and in the long-run results in the erosion of confidence which is 
hitherto in the arena of international trade. 
(iv) By exchange control 
All the corrective methods stated eadier may have devastating effects on 
the economy. Under the first method a strong Trade Union in the country may 
oppose any move to reduce the living wage conditions. It may try to topple the 
ruling government itself. Under the second method, the country has to get a 
similar retaliatory method of imposition of tariff. Devaluation may thoroughly 
shake the confidence of other countries which repose faith on this country. So, 
by statue, the Government may compel exporters to surrender their foreign 
currency to the central Bank and this is pooled and carefully rationed and 
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equitably distributed amongst the importers of tine country trading to be pooled 
and carefully rationed and equitably distributed amongst the importers. 
TRADE CONSTRAINTS 
Internal Constraints 
Trade constraints may deemed to be an important issue for discussion. In 
every type of trade, constraints do appear in some form or the other. As William 
Shakespeare stated that the course of true love never runs smooth, so also the 
course of foreign trade never runs smooth. Constraints or impediments may crop 
up from time to time. Some of these may be of a temporary nature and can be 
overcome quickly, others may be of a permanent nature requiring structural 
changes. These constraints are studied and discussed in this chapter with the 
idea of suggesting measures to ensure a smooth flow of trade. 
Under a broad analysis constraints may be either internal or external. 
Internal constraints are having their origin within the national frontiers while 
external constraints are the outcome of trade emanating from other countries. 
Internal constraints may be the outcome of physical political, sociological 
and economic factors. Physical forces may be the physiograpic conditions of a 
country like the non-availability of raw materials, ubiquitous lack of natural 
potentialities, climatic hazards, poor grade of raw materials and so on. There 
difficulties can be overcome by careful and systematic utilization of resources. A 
highly developed country can overcome such hazards easily for instance the ^8^^ 
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century, U.K. could import raw cotton and thereby localized cotton textile 
industry. 
Bilateral trade agreements 
When agreements are entered into between two countries to that extent 
both the countries surrender their rights and propogative to each other. The 
have to honour their commitments. Financial commitments are very vulnerable. 
If the payments due under agreement of trade are no made within the stipulated 
time, it will adversely affect the credibility and naturally the other country may 
insist on the payment being made as per terms and conditions. The debtor 
country may even seek the aid of international organization like the IMF or the 
World Bank (only when it is a member of their bodies) to tide over the crisis. 
Some can be met under the Lend Lease Agreement. 
Political and social factors 
Political factors are those which are the outcome of the stability or 
otherwise of the government. A country without political stability may lose 
confidence in the eyes of the rest of the world and its trade potentials may be 
adversely affected. The role of bureaucracy is equally important. In a highly 
bureaucratic system exports and imports may be handicap, while an economy 
with less controls will be better suited to promote trade. Thus not only the will of 
the political authorities important but the practices followed by it are equally 
significant in boosting or dampening the trade. 
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Social factors are the outcome of the nature of inhibitions of the society. If 
a community is not well advanced in the field of education, sciences and 
technology, it cannot foster ahead of the developed countries and may remain at 
their mercy. In fact all the developing countries of the world are looking to 
advanced countries like the U.K., the U.S.A. etc. for their development. Social 
mobility is an important factor which is vital for country's development. All the 
technical personnel are generally concentrated in the industrial towns and not in 
the rural areas creating imbalances amongst the regions of the country and 
hinders the flow of foreign trade. 
Tax burden 
Tax burden is another problem of the county. This constraint cannot be 
easily solved. Sometimes, the Government imposes capital levy as a direct tax. 
A tax on import and export or a regressive tax policy may injure the trade. The 
policy regarding tariffs and controls are either augmenting state finances or for 
protective purposes. The former may tend to have long term adverse impact on 
trade while the later being essential for a short period have short term impact. 
Business Morality 
Further, business morality is the high water mark of a country's level of 
business dealing. Unscrupulous business may bring discredit to the country's fair 
name. By their clandestine and questionable tactics, the good name of the 
country is sullied, often causing permanent damage to international trading. The 
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level of business morality depends on a number of factors, but it is essentially 
linked with moral of the business class. There are innumerable cases of 
unhealthy practices on the part of the exporters not only in India but also in other 
countries. Indian trade has suffered a lot in recent years due to low business 
morality. 
So it will be appropriate to educate the exporters that on the long run only 
fair deals will earn the goodwill for the exporter as well as for the country. It is 
suggested that deterrent punishment in terms of heavy financial penalty shall be 
awarded to all those who get involved in unscrupulous activities. 
As a persistent feature of Indian Economy, we come across, under 
internal constraints, instances of strikes lockouts and non-availability of industrial 
raw material and persistent failure of power supply. Public as well as private 
sector industries are victims to them. This has retarded our economic growth 
and ultimately resulted in the loss of man-hour production. 
While talking of foreign trade it will be appropriate to discuss its cause and 
effect relationship with exchange rates. Changes in the supply of and demand 
for foreign currency in the exchange market causes fluctuations in the exchange 
rates. When two or more countries are trading with each other it Is likely that the 
currency of the country which enjoy an excess of exports to the world over its 
imports from the world will be in higher demand. This will result an increase in 
the exchange rates for that particular currency. 
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It may further be pointed out that with the increase of exchange rates, 
prices of the goods of that country will increase resulting in lower demand for its 
product. On the other hand importable items will cheaper consequently exports 
will be checked while imports will tend to increase. With this reverse trends in 
the items involved in foreign trade, exchange rate will decrease. 
Some times orders are taken in haste. For instance under agreement 
India agreed to supply to Iraq the electronic and thermostatic equipments, but 
industrial raw material for manufacturing them was not locally available and we 
had to depend upon the Western European market to purchase it at a higher cost 
while needed huge foreign exchange. Thus we were unable to get it at a lower 
price, but we could not pass on the higher price to the buyer, and we were at a 
double disadvantage. We bought at high prices and sold at low prices. Agafn in 
our beaming over-enthusiasm, we tried to capture the Ethiopian market and 
offered to sell cycles at a particular time and at a particular price. The bulk order 
placed by the Ethiopian trade agency was fully and squarely met in a record time. 
But with the same speed the order was rejected as our bicycles did not meet with 
the specifications of the consumers of Ethiopia, and an enormous loss we had 
sustained. Our wagon deal with USSR was an academic example. The wagon 
price was fixed by them at Rs. 80,000 whereas cost of production was Rs. 
1,00,000/-. 
EXTERNAL CONSTRAINTS 
With the depreciated value of foreign exchange the burden fell on the 
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country in terms of higher debt servicing ratio and repayment of loans etc. 
During the days of gold standard this problem never arise as the value of old of 
different countries was similar everywhere. To offset this problem, the country 
should try to have agreements of repayment in rupee terms (the currency 
depreciating at a faster rate). However, now a days International Monetary Fund 
and International Bank of Reconstruction and Development have been 
instrumental in helping many of the developing countries to tied up their problem 
of foreign exchange. 
Political changes is another problems of foreign exchange external 
constraints. War, coup d' etat, subjugation and insubordination to international 
authority are the various instances. External constraints may arise due to the 
outcome of a war, which may end in total appihilation of the country and the 
government which might have already entered into commitments, might not be 
existing and the new military government may not agree to such subsisting 
agreements. After a coup d' etat a revolutionary government might be born. 
There is no obligation that the new government should honour the commitments 
of the past government. A government may be under subjugation and through 
military powers and strength of the neighbouring country. Such a subjugated 
government may not be able to honour its commitments. Though there is a 
committee under the United Nations, a particular member country due to reasons 
of its own may refuse to fulfill the obligations. Foreign governments are unable to 
meet their obligations due to obvious forms imposed by the other country, it may 
48 
be due to impact of foreign taxation. Tine classical example is given by late Lord 
Keynes in a very analytical way when he pointed out the sudden measures of 
boycott, embargo and non-intercourse my be adopted by the other country. 
CONTRIBUTION OF TRADE TO A DEVELOPING ECONOMY 
As mentioned earlier, mainly R. Prebisch, H.W. Singer and G. Myrdal are 
among the first to analyze the significance of international trade in a developing 
economy. R. Prebisch studied the terms of trade between British Empire and its 
colonies during late 19**^  and early 20**^  century. He concluded that international 
trade tended to inhibit the economic growth of colonies, for the following reasons. 
This analysis is applicable to developing countries as majority of them were 
colonies. 
Firstly the primarily commodity exports in developing countries have been 
produced by the export sector usually owned or managed on behalf of the foreign 
interest, from which a major part of the investment in the sector has been 
originated. Though it is a fast growing sector with high productivity and return but 
such gains are not distributed in the domestic economy and are distributed 
among foreigners. 
Secondly, demand for primary goods and earnings therefrom remains 
unstable due to changes in demand pattern in industrialized nations and gigantic 
price fluctuations. So terms of trade moves against the developing countries and 
gains are derived by the developed countries. 
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Thirdly, there has long been skepticism towards the effects brought to a 
developing economy by deployment of foreign resources, and even if the capital 
and technology is introduced in the domestic sector the economy is not 
supposed to grow with leaps and bounds owing to the inherent features of the 
developing economy. For example, low per capita income and consumption, low 
saving etc. If these forces work and even then production increases, still it will 
not make the domestic market as attractive as the foreign market, because the 
propensity to consume of a developing economy is so high that with increase in 
purchasing power the consumption rises at a faster rate than savings and 
investment resulting in a negative effect on productive efforts of the developing 
country. Hence multiplier effect of national income enhancement least works in 
such situations. 
However, the above said notion was discarded by the optimist writers and 
thinkers as the study was based on exploitative type of international trade. The 
foremost important impact of foreign trade was specialization leading to higher 
employment and standard of living in a country. With the economy of scale and 
specialization of production in some of the fields leads maximum exploitation of 
the resources at hand resulting in high quality goods at reasonable prices and 
hence prosperity prevails. 
To maintain the compatibility, innovations and inventions are also tried, 
and gradually technological advancement gets its way. In fact, technologically 
advanced modern industrial society is an outcome of international trade. In the 
50 
presence of international trade every body involved tries to update his products 
resulting In the transfer of technology among the Industrialists. 
It will be perfectly all right If we say that present industrial society could 
have not been developed in the absence of international trade. During the last 
half a century the overall growth of world economy is around 1% to 1.5% per 
annum but in this period the foreign trade has expanded at a much faster rate 
and according to certain estimates it is between 5% to 6% per annum. 
In order to create a common market and to approximate economic policies, 
E.E.C. was established. E.E.C. stand for the European Economic Community. It 
was established on 25"^  March 1957 (effective from 1^' January 1958). The 
E.E.C. was formally changed to E.C. (European Community) under the treaty on 
European Union (effective from 1®' November 1993). 
The new treaty established a European Union, which introduced 
citizenship thereof and aimed to increase intergovernmental cooperation in 
economic and monetary affairs, to establish a common foreign and security 
policy and to introduce cooperation in justice and home affairs. Internally as free 
market, EU is highly protective for outside world. 
Thus the formation of E.U. has created ample opportunities for the regional 
cooperation amongst the member countries. However, it has simultaneously 
created a wall towards the outside world. A country willing to trade with any of 
the member countries of E.U. will have to face the industrial and technological 
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strength of not only that country but of the E.U. as a whole. Further, the market 
potential of E.U. (due to its size and high level of income) is so high that nobody 
can ignore the same. Thus, in order to compete and penetrate the E.U. market, 
India need to be very strategic and aggressive in approach. It is against this 
back drop that in the forthcoming chapters, a detailed analysis of Indo-E.U. trade 
with special reference to textile trade is presented. 
CHAPTER 2 
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SYNOPTIC VIEW OF ECONOMIES OF MEMBER 
COUNTRIES OF EU 
European union (E.U.) is an economic union formed by the integration of 
the fifteen nations namely Austria , Belgium , Denmark, Finland, France , 
Germany , Greece, Ireland, Italy, Luxembourg, Netherlands, Portugal, Spain, 
Sweden and United Kingdom, r- k j / J ^ ^ ^ 
The initial history of Europe is full of conflicts where all the nations were 
constantly at political wars, which were a persistent threat to the peace of the 
world. Individually, every nations was economically strong enough to achieve 
much more if stood and worked in peace and harmony. Visualizing the benefits 
of possible unification, the great thinkers like Jean Monnet felt that more/another 
war should be stopped at once and the European nations should be compelled 
towards the common goal of European unity. The main aim was not only to have 
a Europe as a large economic unit but also a separate political entity. Thus, the 
new concept of" supra nationality " was born for the first time in the world which 
was supported by Sir Winston Churchill who impetuously declared "we must 
create a sort of United States of Europe . 
Thus, began the story of the unification of Europe, initially, off and on a 
few nations joined together to co-operate economically as well as politically but 
could not achieve much. The custom walls were raised again and the trade 
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became more restricted at the end of nineteenth century and early twentieth 
century. The first world war was the point of culmination of rivalry between the 
European countries for capturing the Asian and African markets. 
CHRONOLOGY OF THE EU 
The new era of Europe commenced since April-1951, with only six nations 
(Belgium, France, Germany, Luxembourg, Italy Netherlands) agreeing to fonn a 
common agenda in the name of European Union. Community gradually emerged 
as a formidable economic institution and a strong political bloc in the world. 
The first step towards the united Europe was the creation of European 
Coal and Steel Community (ECSC), through a treaty signed in Paris on 18th 
April 1951 (effective from July 25-1952) to pool the coal and steel production of 
the six original members mentioned above. 
The European Economic Community (E.E.C.) and Euro Atomic Energy 
Community (Euratom) were established by separate treaties signed in Rome on 
25th March 1951 (effective from Jan. 1957), the former to create a common 
market to approximate the economic policies and the latter to promote growth in 
nuclear industry. 
The treaties of Rome, entered into force. It had nine members and the 
first president was Watter Hallstein. The pariiamentary assembly and the court of 
justice were common to all three communities (ECSC, EEC and EURATOM). 
The common institution of the three communities were established by a 
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treaty signed in Brussels on 8th April-1965 (effective from 1st July 1967). France 
broke off the negotiations on the issue of Financing the common agricultural 
policy on 1st July 1965 but later resumed its place on 28 Jan. 1966, to ensure the 
retention of unanimity requirement. 
Denmark, Ireland and U.K. joined on 1st Jan. 1973 after which a treaty 
was signed on 22nd July 1975, expanding the budgetary powers of the European 
Parliament as well as establishing a court of auditors, which came in to force in 
June 1977. 
Greece joined on 1st Jan. 1981, and Portugal and Spain joined hands on 
1st Jan. 1986. Followed by the reunification of Germany in Oct. 1990, who 
immediately became part of the community. 
In Feb. 1992, the European Council of the heads of state and the 
government signed the treaty on EU established a Union which was approved by 
EC heads of government at Maastrich, the Netherlands in Dec. 1991 signed in 
Feb. 1992 and ratified in all member states by Oct. 1993, and finally came in to 
effect on 1st Nov. 1993. The treaty was called the "Maastricht treaty". 
The EU was placed under the supervision of the European council 
(Comprising head of states or government of member countries), consisting 
committee of ministers and a consultative assembly. Though this forum did not 
satisfy the federalists who aspired for a more united Europe, it served apart from 
the limited purpose of uniting Europe, the drawing up of the European charter on 
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human rights and establishing the court of human right, while the EC continued 
to exist having competence in matters relating to the treaty of Rome and its 
amendments. 
The treaty of Amsterdam (amending the. treaty on E.U. establishing the 
Europe communities and certain related acts) was agreed at the 
intergovernmental conference held in Amsterdam, the Netherlands in 1997 Oct. 
signed by EU ministers of foreign affairs and was ratified by member state during 
1998. 
In order to carry on the management and working of the Union several 
committees and consultative bodies were formed. Some of which are mentioned 
below:-
Consultative Bodies Economic and Social Committee 
The committee is advisory in nature and is consulted by the council of 
E.U. or by the European commission particularly with regards to agriculture, free 
movement of workers reorganization of Law and transport, as well as legislation 
adopted under the Euratom treaty. 
Committee of the region 
The treaty on EU established a committee with advisory status, 
comprising representative of regional and local bodies. The first meeting of the 
committee was held in March 1994. The aim of the meeting was to make 
proposals concerning economic and social cohesion, trans-European network, 
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public health, education and culture. 
ECSC consultative committee 
The committee is advisory and is attached to the corifimission. It advises 
the commission on matters relating to the coal and steel industries of the union. 
Different other Advisory Committees were also formed in order to carry on 
the following functions:-
The object of the committee is to deal with all aspects of EU policy, in 
addition to the consultative bodies listed above there are several hundred special 
interest group representing different types of interest within the union. These 
group hold unofficial talks with the commission. 
By establishing a common and progressive market, approximating the 
economic policies of the member states, the aim is to promote throughout the 
community a harmonious development of economic activities, a continuous and 
balanced expansion, an increased stability, an accelerated raising of the 
standard of living and a closer relationship among its member states. 
In order to attain the common objectives, the following steps were taken. 
(A) The elimination of the custom duties and quantitative restriction on export. 
(B) The establishment of a common custom tariff and a common commercial 
policy towards third countries. 
(C) The abolition between member states of the obstacles to the free 
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movements of persons, services and capital. 
(D) The inauguration of common agricultural policy. 
(E) The inauguration of common transport. 
(F) The establishment of a system ensuring that competition shall not be 
distorted in a common market. 
(G) To co-ordinate the economic policy of the members and to remedy 
disequilibrium in their balance of payments 
(H) To approximate the respective municipal law to the extent necessary for the 
functioning of the common market. 
(I) The creation of a European social fund to improve the possibilities of 
employment and raise the standard of living. 
(J) The establishment of European Investment bank, intended to facilitate the 
economic expression of the community throughout the creation of new 
resources. 
(K) The association of overseas countries and territories with the community in 
order to enhance trade. 
Member state shall refrain from introducing between themselves any new 
import or export customs, duties or charges with equivalent effect and from 
increasing such duties or charges as they apply in their commercial relations with 
each other. A common custom tariff shall be established, which is subject to 
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certain conditions. 
In order to achieve said objectives, the mennber nations have ensured the 
following basic features of the European Union. The main objects are: 
(A) Development and introduction of the modern technique to enhance 
the production and maximum utilization of the available resources. 
(B) Agricultural population to be ensured fair standard of living. 
(C) Stabilization of market. 
(D) regular supplies. 
(E) Reasonable prices of supplies to consumers. 
Free Movement of workers services and Capital 
Workers: free movement of the workers shall be ensured within the 
community abolishing any discrimination based on nationality of the member 
states. 
Rights of establisiiment: Restrictions on the freedom of establishment in 
the territory of another member state shall be abolished, progressively during the 
transitional period 
Service: There would be free supply of services irrespective of nations. 
Capital: There would be no restrictions regarding the free flow of capital 
within member countries. There won't be any exchange restrictions. 
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Transport: With the view to establish a common transport policy, common 
rules shall be applicable to international transport, effected from or to the territory 
of member state. When its appointment was confirmed and had a full tenn of 
office in 1995, the commission spelled out, the main thrust of its action. The 
emphasis was put on growth and employment, the European model of society 
based on solidarity, the idea that Europe should make its presence felt more 
strongly on the international scene. 
The following are the aids that have to be compatible with the common 
market:-
(a) aids of a social character granted without discrimination to individual 
consumers. 
(b) aids intended to rectify the damage caused by natural calamities or other 
extraordinary events. 
(c) Aid to raise the standard of living and develop the economy of those 
region where it is abnormally low. . 
(d) The aids intended to promote the execution of unimportant project of EU 
interest and to remedy a serious disturbance of the economy of a 
member state. 
Fiscal Provision 
A member state shall not impose, directly or indirectly, on the product of 
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other member states any intemal charges of any kind in excess of those applied 
directly or indirectly, on domestic products. 
Economic Policy 
Member states are encouraged to co-ordinate their economic policies in 
order that each may ensure the equilibrium of its over all balance of payment and 
maintain confidence in its currency, together with the high level of employment 
and stability of prices. 
In order to promote this co-ordination a monetary committee was 
established. 
The commission after consulting the monetary committee, recommended 
the council of ministers the granting of mutual assistance which may be in the 
form of: 
(a) concerted action in regards to any other internal organization to 
which the member state may have recourse. 
(b) any measures necessary to avoid diversion of commercial traffic 
where the state in difficulty maintains or re-establishes, quantitative 
restrictions with regard to third countries. 
(c) the granting of limited credits by other member states, subject to 
their agreement. 
b l 
Commercial policy 
The member state shall co-ordinate their commercial relations with the 
third countries for implementation of the common policy in the matter of external 
trade. 
The policy is based on the uniform principles regarding tariff amendment, 
the conclusion of tariff and trade agreements, the alignment of measures of 
liberation, export policy and protective commercial measures, including 
measures to be taken in cases of dumping or subsidies. The commission this 
authorized to conduct negotiations with the third countries. 
Social Policy 
Without prejudice to the other provisions to the treaty in conformity with 
general objectives, the aim of the commission is to promote close collaboration 
between member states in the social field, particularly in matters relating to 
employment, labour legislation and working condition, occupational and 
continuous training, social security, protection against occupational accidents 
and diseases, industrial hygiene; the law as to trade unions and Collective 
bargaining between employers and workers. 
Each member state shall in the course of the first stage of the transitional 
period ensure and subsequently maintain the application of the principle to equal 
pay for men and women. 
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Institutions of the Community 
There are certain institutions created for smooth conduct of basic 
functions pertaining to European Union. Some important institutions are 
mentioned as beiow:-
(1) European IVIonetary Institute: (EMI) established on 1 Jan. 1994 under 
stage (I of the process of economic and monetary union, under the Treaty on 
European Union (The Maastricht treaty). The EMI members are the Central 
banks of the EU member states. Its purpose is to strengthen the co-ordination of 
monetary policies of the member states with the view to ensuiting price stability 
and by making the necessary preparations required for the establishment of 
European System of Central Banks (ESCB) for the conduct of a single monetary 
policy and the creation of a single currency, the Euro dollar. The EMI was 
scheduled to be replaced by the ESCB at the beginning of state II Jan. 1st 1999 
(2) European Environment Agency (EEA): It became operational in 1994 
having been approved in 1990, together to assist the implementation of 
community policy on environment protection and improvement 
(3) European monitoring centre for Drugs and Drug Addiction became fully 
operational at the end of 1995, with the aim of providing member states with 
objective, reliable and comparable information on drugs and drug addiction, in 
order to assist in combating the problem. The centre co-operates with other 
European and international organization and non-community countries. 
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(4) European Agency for the evolution of medicinal products (EMEA) 
Established in 1993 for the authorization and supervision of medicinal 
products for human and veterinary use. Became operational in 1994 with the 
budget of ECU 7.72m. 
(5) European training foundation:- established in 1990 with the basic aim of 
contributing to the systems of designated central and eastern European countries 
and continuing vocational training as well as retaining for adults and young 
people. 
(6) European foundation for the improvement of living and working 
conditions: 
Established in 1975 to develop strategies for the medium and long term 
improvement of living and working conditions. Commission's 1997 work 
programme was focused on four main priority areas :-
(a) Growth and Employment of the Europe 
(b) Promotion of the European model of society. 
(c) Europe's role in the world 
(d) Preparations for the union's future. 
Thus 1997 was very much affected by the major developments that 
loomed ahead for the union; the intergovernmental conference, economic and 
monetary union, the post 1999 financial package, enlargement. In many respects 
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it was a milestone as work on the reform of the treaties was completed and gave 
way to agenda 2000. The union entered into the final phase of the preparations 
for the decision on third stage of EMU in spring 1998. 
(7) Office for harmonization the internal market (Trade marks and Designs) 
(OHIM). Established in 1993. 
When its appointment was confirmed in 1995, the commission quoted the 
main thrust of its action for its full term of office. At that time the emphasis was on 
growth and development. 
Again in 1997 work programme was designed to get closer and attain 
those objectives. The main objective of the commission was to see that the union 
benefits everybody and works efficiently. Thei-e infomriation operations were 
mounted for general public Building Europe together 'Citizens first ' and The 
Euro a currency for Europe. Building Europe together means working for peace 
prosperity and wellbeing. It means working for people of Europe. 
So before going into further details of Indo-EU trade, it would be highly 
logical to peep into the socio-economic conditions, consumptions and production 
patterns having implication on their foreign trade. 
Austria 
It Is bounded in the north by Germany and the Czech Republic, east by 
Slovakia and Hungary, south by Slovakia and Italy and west by Switzerland and 
Liech Tenstein. It joined the EU on 1st Jan. 1995 , and along with the E.U, it is 
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also the member of UN , council of Europe the central Europe initiative OECD 
and NATO partnership for peace. 
Austria, has good trade terms with the E.U. members, as well as, non-EU 
members. Recently, with the emergence of EURO in 2000, it enjoyed an export 
boom over the first two quarters of 2000, due to weaker Euro value with growth 
of more than 17 percent over the same period in 1999. This was the highest 
growth in decades and significantly about the long term export growth rate in 
reported in the 1990's of 6.5 percent Export growth was strong across almost all 
sectors, including paper (17.4 percent). Machine and transport equipment (16.4 
percent), food (16.2 percent), Iron and steel (15.3 percent), Chemical products 
(12.5 percent), textiles (3.8 percent) and last, but not least consumer goods (7.4 
percent). 
U.K. market was the biggest for the Austrian exports recording a total 
export growth of Austrian export to U.K. 17.5 percent. Its overall imports grew 
over by 15.5 percent in 2000 Imports from Non - EU countries grew more than 
twice as fast as from EU countries over the year 2000. Thus signifying that 
Austria has more liberal import policy and open economy to Non - EU nations, 
giving India a better chance to penetrate and participate in its imports. 
Belgium 
It is bounded by Netherlands in north. North sea in north west, France in 
west and South Germany and Luxembourg in east. 
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Surrounded by the four member nations Belgium has a sound economy 
and good trade relations with its co-members. According to the preliminary data 
for 2000, like its export earnings rose remarkably due to the buoyancy of global 
demand and weakness of the Euro. Belgium's import bill was heavily affected by 
the sharp increase in oil prices and the depreciation of Euro. 
Export earnings from the other EU countries, which accounted for 74.1 
percent of the total, increased at a healthy rate but were clearly outpaced by 
earnings from exports to non - EU Countries. It is a measure of Belgium's strong 
export perfomriance in 2000 that, in spite development in terns of trade, its trade 
surplus actually increased, and this rise in the trade surplus was entirely 
accounted for by Intra trade. The high level of income and growing domestic 
demand pattern opens vistas of opportunities for Indian exporters. However, the 
most vital thing to be kept in mind while exporting to Belgium is that the 
community is quality conscious and thus to penetrate Belgium market quality of 
product will be of prime importance. 
From India, Belgium has great demand for its precious stones, giving item 
opportunity to have a strong market for the item. 
Denmark 
Denmark is bounded in the west by North sea. North west by Skagerrak 
and Kattegat straits, (separating at Norway and Sweden) and south by Germany. 
Currency - Monetary Unit Danish krone (DKK) of 100 Ore. 
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Following a sharp deterioration in 1998, Denmark's trade surplus has 
increased over the past couple of years. With substantially increased exports 
and comparatively weaker demand for imports, Denmark recorded successively 
larger surpluses in the year 2000. 
Strong growth in Sweden and the United States, coupled with the 
expansion in the Euro zone economies, contributed to the strength of exports, 
helped by a weak Euro and therefore a competitive krone vis-a-vis non-Euro 
currencies. Denmark's oil exports also played a significant role, with energy 
output increasing in both volume and value terms (the later in response to the 
surge in oil prices). Agricultural exports, particularly of meat products, also 
increased in value on the back of a strong rise in pork process (which have risen 
to their highest level since 1997). The current account has therefore remained 
firmly in surplus, following a deficit in 1998. A large surplus re-emerged in 1999 
and continued throughout last year, with the surpluses on goods and services 
trade offsetting deficits on interest and dividend payments, and current transfers. 
Denmark's weaker demand for imports shows its self-sufficiency. A 
surplus trade balance is good for an economy, which is a regular feature of 
Denmark. Thus, India or any other country has less chance to participate in the 
economic trade. But greater efforts can be made to induce them for trade. India 
will have to be more careful and particular about it. We can always start with 
small orders and dealings to creep in to the markets of Denmark. 
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Finland 
Since the middle ages Finland has been Part of the realm of Sweden it is 
bounded in the north east by Russia, South by Baltic Sea and west by Gulf of 
Bothnia and Sweden . Finland is a member of the UN , EU , Nordic Council, 
OECS, The NATO partnership for peace and the council of Europe. 
Finland is one of the committed member of EU, promoting its enlargement 
(especially to the Baltic States) and also try to ensure a continued northern 
dimensions closely involving Russia. As regards its trade the increase in the 
trade surplus was recorded despite the sharp acceleration in import price inflation 
so far the year 2000. Export prices were also substantially higher than in. the 
year-earlier period, pushing up the value of exported goods. In the second 
quarter the higher surplus was attributable to the fact that the value of exported 
goods exceeded the imported goods by a wide margin (the former was around 
one-third larger than the latter). 
For India, the markets of Finland are still unexplored and thus has greater 
chance to intelligently explore and enter the markets. Efforts can be made to 
make Finland aware the India's potentials to meet their requirements. 
France 
The republic proclaimed of the fall of the Bourbon Monarchy in 1792, 
lasted until the first empire under Napoleon was established in 1804. France is 
bounded in the north by English Channel, North east by Belgium and 
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Luxembourg, East by Germany, Switzerland and Italy, South by Mediterranean , 
South west by Spain and Andorra and west by Atlantic ocean. France is a 
member of UN , Council of Europe, NEU and the EU. Unit currency is franc 
(FRF) of 100 sentiments. 
Despite criticism - particularly from the smaller members states- that it 
nal<edly exploited its position in the chair to promote its own interest, France 
concluded its presidency successfully at the EU's summit in Nice on December 
1999 by steering through the institutional reform which will allow the EU to 
expand its membership eastwards. 
France is experiencing fall in earning from exports to a number of its 
France's largest trading partners, including Germany and the Benelux countries 
(the Netherlands, Belgium and Luxembourg), a group of which fonns a highly 
integrated area at the core of the Euro area and which accounts for one-quarter 
to one-third of French goods exports. The disruption to trade was caused by the 
fuel protest in September, but it may also be indicative of the slow down 
domestic demand. France's import bill, increased sharply and has even reported 
trade deficits during the later part of the year 2000. This indicate that France is 
being more liberal in its imports creating opportunities for countries like India to 
strive harder and penetrate the market while making efforts to increase export. It 
is vital to note that consumers of France are quality conscious but the price 
elasticity is also considerably high. Thus India will have to take care of its 
product in terms of price first with a reasonable level of quality. 
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Germany 
Germany is bounded in the nortin by Denmark and Baltic sea .East by 
Poland, South by Switzerland. West by France, Luxembourg. Belgium and 
Netherlands, Germany is member of the EU, UN, DECS, EWC, NATO and 
council of Europe. 
Germany is one of the active economic player on the EU horizon. The 
country has aggressive business community, technological advancement, highly 
developed and committed manpower as well as, abundance of capital. 
Germany is considered as the business Centre for the EU. Drawing upon its 
capabilities, Gemnan trade surplus is piling up and India is no exception to this 
effect. India's trade deficit from Germany is mainly because of the Gennan 
Technology advancement and consequently import of capital goods / capital 
intensive goods from Germany. However, the affluence of German economy 
inevitably lure the Indian exporters in German and exporters of textile goods. 
Among the Indian textile, carpet's export is one success story though there is still 
much scope to export more of high quality carpets. The other items of textiles 
also need to be strengthen on the quality front so as to increase the share in the 
German market. 
Greece 
It is bounded by the Albania in north, east by Turkey and Aegean sea, 
south by Mediterranean sea and west by Ionian sea. Greece is a member of UN 
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EU, WEU, council of Europe and NATO. Unit currency is drachma (GRD) 
nationally divided in to 100 lepta. 
Greece gained the independence from Turkey in 1821 and 29 The core 
issue of gout foreign policy namely closer integration with the EU and 
establishing better relations with neighbour, including turkey, appear to have 
broad public support. 
The historical records of the trade relations with Greece is relatively very 
weak. On probing for this failure and the discussions with the Indian exporters 
that this country is no where on the priority list of the Indian exporters. In Greece 
Indian goods and exporters have little goodwill. It shows that there is greater 
chance to enter the market with high quality goods at reasonable price and prove 
abilities to develop goodwill and good hold in the country. 
Italy 
It is bounded in the north by Switzerland and Austria, east by Slovakia 
and the Adriatic sea, south east by the Ionian sea, south by Mediterranean sea, 
south west by the Tyrrhenian sea and Ligurian sea and west by France. Italy is a 
member of EU, NATO, UN, WEU and the central European initiative. The unit 
currency is lira (ITU) nationally of 100 centresim. 
The weakness of the Euro and the consequent dynamic export 
performance, which saw the value of Italian goods sold abroad rise by 17.6 
percent, was unable to offset strong growth in imports of 25.7 percent, in large 
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part the result of sharply higher oil prices, which alone accounted for 85 percent 
of the surplus reduction. All key export sectors performed well, in particular 
chemicals (25.7 percent growth), electrical machinery (21.8 percent), -and 
transport equipment (19.7 percent). Even labour-intensive sectors, facing 
competition from low-wage developing countries, recorded double-digit growth 
rates: leather an leather products (20 percent), textile and clothing (14.3 percent). 
Despite the overall performance on the export front, the import growth being 
stronger led to widening of trade deficit. 
The foreign trade balance with the rest of the EU, which represents almost 
60 percent of total foreign trade, recorded a deficit in of 2000, compared with a 
surplus in the same period of 1999. With no exchange-rate fluctuations or oil 
imports, these developments suggest a loss of competitiveness in the Italian 
economy, particularly given stronger rates of domestic demand growth in all 
other Euro area countries when compared to Italy. 
The export and Imports to non EU have also increased considerably, i.e., 
27.4 percent and 42.6 percent respectively. As rise in imports is more than rise in 
exports, which may be due to more consumers demand or the liberal policy of 
the government, India has better chance to have trade with Italy specially in field 
of textiles whose imports have increased by 18.5 percent. The growing domestic 
demand and increasing consumerism at Italy suggests that exporting countries 
like India, having leading textile Industry has more opportunity to participate in 
Italy's textile-imports 
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Ireland 
The Republic of Ireland lies in \he Atlantic ocean separated from Great 
Britain by Irish sea to the east and bounded in the North east by Northern Ireland 
(U.K.) It is the member of UN, OECD, the council of Europe and the EU. 
Despite booming domestic demand, growth in the value of exports 
continues to outstrip that of Imports, although both continue to register consistent 
double-digit growth rates. Once again, a remarkable export performance was 
underpinned by the strength both of key markets and of the largely foreign-
owned high-technology manufacturing sector. Export earnings from organic 
chemicals and computer equipment were again particularly significant, 
accounting between them for over 40 percent of the total value of exports. 
Exports of electrical machinery and parts also rose sharply, as did 
telecommunications equipment. Sustained expansion in the US and a weak 
Euro saw exports shoot up to that market reach exports to the UK also grew 
strongly, up by 20.9 percent for the same reasons. Exports to these countries 
now account for 36.5 percent of the total. The elimination of exchange-rate risk 
between the Euro area countries has also contributed to strong growth in exports 
to the Netherlands (up 35.15), Belgium (up 33.3 percent) and Italy (up 34 
percent). 
Imports increased rapidly in the year 2000 as compared to the same 
period in the previous year. Buoyant consumer spending provided the main 
upward pressure on import levels, with imports of road vehicles increasing by a 
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particularly strong 43.1 percent Imports of computer equipment rose by 19.9 
percent. Owing largely to the import-intensity of the key high-technology export 
sector, which has the effect of pushing up import levels in line with export growth. 
So far the Indian goods could not make their presence felt in the Ireland market 
and a lot of spade work is required before entering into the market of Ireland. 
Luxembourg 
It has an area of 2586 Sq. km. (999 q. Mikes) and is bounded on the west 
by Belgium, south by France and east by Germany. Currency = Luxembourg 
Franc (LUF) of centimes. 
It is a small country, actively participating as a members of EU , UN 
Benelux, OECD, the council of Europe NATO, EU and WEU. It is small economy 
and there is usually a trade deficit as it has greater dependence on imports than 
export. Recently in 2000, due to weak Euro ,it exports rose by 14.6 percent as 
compared to the same period of the year before. This helped to reduce the 
deficit. 
As the country is more dependant upon imports due to any cause ,India 
has a good chance to enter the market and search to have an impact an the 
economy. Indian exporter's can strive to make efforts to penetrate the market 
with small order initially to later capture, the bigger contracts and penetrate the 
market by ensuring them of India's Qualitative products. 
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Netherlands 
It is bounded in the nortin and west by tiie North sea, south by Belgium 
and east by Germany. Unit currency = gulden (NGL) Written as FL (orin) of 100 
Cents. 
Both exports and imports registered strong growth in during the last few 
years, with Netherlands-US and Netherlands-Asia trade flows, in particular, 
growing very strongly. Exports were up by 30.2 percent in 1999, while imports 
rose by 32.9 percent 
Almost 78 percent of the Netherlands' exports in 2000 were to EU 
partners. From EU countries represent a much smaller share of total trade than 
exports, just under 56 percent in 2000. Import growth from Asia increased by 
27.7 percent during 2000, as private consumption and the demand for 
manufacturing inputs accelerated. Import growth from Asia was slightly lower at 
27.7 percent year on year in the first eight months of 2000 which gives a good 
indication to India to prove itself and have a better participation In its imports. So 
far India has significantly weak relations with the country. By exploring and good 
research work it is high time chance to widen its market in Netherlands. 
Portugal 
Portugal has been an independent state since the 12th century apart from 
one period of Spanish rule (1580-1640). The monarchy was deposed on 5th Oct. 
1910 and republic established. 
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Mainland Portugal is bounded in the North and East by Spain and south 
and West by the Atlantic Ocean. It has a total area of 91965 Sq. km. Population 
according to 1991 census 9862, 700. It is a member of the UN, EC, OECD, 
NATO, WEU and the council of Europe. In 1995 export totalled US 22800 m and 
imports 32600 m. 
The value of Portuguese exports on average rose by 16.7 percent since 
the beginning of 2000. However, there has also been a strong pick-up in the 
demand for Portuguese exports, particularly in non-EU markets, foreign earnings 
from which rose by 21.3 percent in value terms, reflecting both the continued 
buoyancy of the US economy through mid-2000 and the weakness of the Euro, 
which has boosted the price competitiveness of Portuguese goods in this and 
other markets beyond the Euro area. Trade figures continue to show wide 
disparities in the performance of different categories of goods exports. Exports of 
pulp and paper, plastics and rubber, chemicals, mineral products, and base 
metals rose by 33.8 percent, 21.2 percent, 28.3 percent, 28.8 percent and 21.1 
percent respectively over the first months of the year, while Portuguese shoes, 
textiles and motor vehicles declined by 16.3 percent, 5.1 percent and 2.1 percent 
respectively over the same period. Portugal's traditional shoe and textile 
industries, which are labour-intensive, are struggfing to compete in world markets 
against strong competition from lower-cost producers, like India, whose textile 
industry is labour intensive too. Here India is at an advantageous position in 
regards to its low cost of production. Thus, enabling it to face and meet the 
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competition by entering the market with cheaper rates and better quality. 
Spain 
Although Spain has traditionally been a monarchy there have been two 
Republics the first in 1873 which lasted for 11 months and the second in 1931-
34, both were democratically and peacefully proclaimed. 
It is bounded in the North by the Bay of Biscay France and Andorra, east 
and south by the Mediterranean and the straits of Gibraltar, South west by the 
Atlantic and west by Portugal and the Atlantic. Area : 492592 Sq. km. Spain a 
member of UN, council of Europe, NATO, WEU, EU, and ESD. Currency -
Peseta divided in to 100 centimes. 
The value of Spanish exports rose by a robust 19.5 percent reflecting the 
indirect impact of rising oil prices, which have pushed up domestic product 
prices, although the weakness of the Euro may also have encouraged exporters 
to increase their margins in markets beyond the Euro area. Spanish customers 
are known for their quality consciousness and therefore Indian exporter must 
ensure the quality of their products so as to expand their trade relations with 
Span. 
Sweden 
Organised as an independent unified state in the 10th century Sweden 
became a constitutional monarchy in 1809. Sweden was united to Norway until 
1905. /x^^:^-- ' "^• ' - •^ ' .^ ' ' -
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The territory is bounded in tiie west and north west by Norway, east by 
Finland and the Gulf of Bothnia, south east by the Baltic sea and south west by 
Kattaget. Area : 449964 Sq. km. 
Spain and Sweden had insignificant trade relations with India in the past, 
leading to lack of interest on part of Indian exporters. No attempt was made to 
explore or search the market. But an untouched market has better chance for 
trade and business rather than a saturated market. Thus, India should make 
efforts to penetrate and search out the market for its potentialities. There is 
always a better chance to capture it. 
U.K. or Great Britain or Northern Ireland 
Great Britain is a geographical name of that Island of British lies which 
comprises England, Scotland and Wales, and Scotland were united with England 
by act of union, 1801, great Britain and Ireland formed a legislative union as the 
U.K. of Great Britain and Ireland in 1921 Northern Ireland remained within the 
union which is now the U.K. of Great Britain and Northern Ireland According to 
census 1991. Area = 228356 sq. km. 
The U.K. economy is increasingly becoming an affluent society based on 
rent and interest on their already amassed wealth and capital rather than 
industrial efforts. This has obviously affected adversely U.K.'s exports. However 
the consumption pattern of the domestic market is recording a larger expansion 
than its production. Thus the demand is exceeding the supply creating ample 
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opportunities for Indian exporters to go and tap. 
Tlius, analysing the market trends in E.U., it is noted that the nature of 
consumption and production and their respective foreign trade patterns are 
considerably diversed. There are countries where the level of consumption as 
well as production is extremely quality conscious. Such nations are aggressive 
in technology development, production and foreign trade, resulting in to 
Increasing trade surpluses. Germany is one such example. 
On the other hand there are countries where consumption level is high 
and quality conscious but have lesser industrial growth and exports. U.K. is an 
example which is consumer oriented and still is relying increasingly on the 
imports. 
Further there is a group of countries like Greece, Sweden, etc. Which 
have greater elasticity of price. Hence, in a nutshell it is proposed that Indian 
exporters, in order to penetrate the EU market will have to be strategic. They will 
have to study the economic environment of each country separately and prepare 
the plan of action accordingly. For instance they have to supply the best of their 
produces to the countries like Germany & U.K. Against this, countries like 
Greece, Sweden, Spain, Luxembourg etc. will have to be provided the cost 
efficient goods. 
The Economic Environment 
The pace of economic growth in the European union (EU) has been, on an 
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average, modest, since the 1995. After an acceleration of growth in 1994 and the 
first half of 1995, the economy of the EU suffered a general slowdown. 
Throughout the period, business and consumer confidence in most member 
states have remained low in the content of low income growth, sluggish domestic 
demand and high unemployment, spending and investment decisions remain 
subdued, despite low interest rats. On a yearly average, real G.D.P. in the EU 
grew by 2.47 percent in 1995 and 1.6 percent in 1996 by 2.3 to 2.5 percent in 
1997. However from 1996 onwards there are trends in the economic growth of all 
EU nation. Trade policy review (around 2 percent per year), has shown signs of 
strengthening in 1997. Economic and financial convergence among member 
states has improved, inflation has declined; long term interest rate differentials 
have fallen; and exchanges rates have stabilized within the exchange rate 
mechanism (ERN) of the European Monetary System (EMS). Fiscal, 
consolidation was retarded by slower than expected economic growth. Macro 
economic policies in many member states reflect current efforts to qualify for the 
single currency, which was scheduled to be introduced on 1 Jan. 1999. 
Exports have been the main contributing factor to economic growth, in the 
period, benefiting from an improved international environments and moderate 
unit labour costs. Manufacturing exports have been increasingly oriented towards 
Asian Markets. Nevertheless, concern remains about the relatively high 
concentration of EU trade in medium technology products and low growth 
geographic area. Trade in services, one of the EU's strongholds, is likely to 
81 
benefit from ongoing liberalization in tinis sector. 
The following tables represent the overall performance of the EU economy 
and growth rate in member states 1992 and 1996. 
Table 2.1 (a): Overall performance of the EU economy 
GDP (at 1990 market prices) 
Private consumption 
Public consumption 
Gross fixed capital formation 
Final domestic demand including stocks 
Exports of goods and services 
Imports of goods and services 
Private consumption price deflator 
Real unit labour costs 
Money supply (M2/M3 annual change) 
Nominal short-term interest rate 
Unemployment rate 
Gross savings rate 
Gross investment rate" 
Current account balance 
1992 
1.0 
1.8 
1.7 
-0.9 
1.1 
3.7 
3.9 
4.7 
-0.2 
5.6 
11.2 
9.4 
19.0 
20.2 
-1.2 
1993 1994 1995' 
Annual percentage change 
-0.6 
-0.3 
1.1 
-6.5 
-1.9 
1.7 
-2.7 
4.1 
-1.1 
6.6 
8.6 
10.9 
2.9 
1.7 
0.4 
2.4 
2.5 
8.5 
7.6 
3.3 
-2.4 
2.4 
Percent 
6.5 
11.3 
2.4 
1.8 
0.6 
3.7 
2.1 
6.9 
5.8 
3.0 
-1.6 
5.4 
6.7 
10.9 
Percentage of GDP at market prices 
18.4 
18.4 
0.0 
19.0 
19,0 
0.0 
19.9 
19.2 
0.7 
1996" 
1.6 
1.9 
0.7 
1.1 
1.4 
4.0 
4.0 
2.7 
-0.7 
5 
11.0 
19.6 
18.6. 
1.0 
Estimates. 
Forescast. 
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Table 2.1 (b): Growth rats in Members States 
Austria^ 
Belgium 
Denmark 
Finland^ 
France 
Germany 
Greece 
Ireland 
Italy 
Luxembourg 
Netherlands 
Portugal 
Spain 
Sweden^ 
United Kingdom 
1992 
2.0 
1.8 
0.2 
-3.6 
1.3 
2.2 
0.4 
3.9 
0.6 
1.9 
2.0 
1.1 
0.7 
-1.4 
-0.5 
1993 1994 1995 
Annual percentage change 
0.4 
-1.6 
1.5 
-1.2 
-1.5 
-1.2 
-1.0 
3.1 
-1.2 
0.0 
0.2 
-1.2 
-1.2 
-2.2 
2.2 
2.3 
2.3 
4.2 
4.5 
2.8 
2.9 
2.2 
7.3 
2.2 
4.2 
3.4 
2.1 
2.1 
3.3 
3.9 
1.4 
1.9 
2.7 
4.5 
2.2 
1.9 
2.0 
10.7 
2.9 
3.8 
2.1 
2.8 
2.8 
3.6 
2.5 
1996 
1.0 
1.4 
2.4 
3.3 
1.3 
1.4 
2.6 
8.4 
0.7 
3.6 
2.8 
2.2 
2.2 
1.1 
2.1 
a Member of the EU since 1995; pre-membership figures in italics. 
Source: European Commission (European Economy, 1996 Broad Economic Policy Guidelines, 
No. 62, 1996 and Spring 1997 forecasts). 
Comment: following the recession of 1992 and 93, economic growth rates 
in most member states were modest, with a median value of 2.4 and for the 
S3 
period 1994 and 96. Ireland and Finland were the only two averaging over 4 
percent (around 8 percent for Ireland); growth in all the larger member states .was 
below 3 percent In 1995 and 1996, declining since 1994 in France, Germany and 
the U.K. However, as shown by the closer evolution of output gaps, cyclical 
developments among the largest EU economics proved to be more synchronized 
than under the previous review, reflecting both :- the return to modest growrth in 
all countries and the structural impact of single market. 
Trade and Investment Pattern EU Trade Patterns 
Reflecting the strength of the International environment and to lesser 
degree, the recovery in the EU economy, the value of the community's external 
merchandise trade grew by 10 percent in 1994 7 percent in 1995 and 8 percent 
in 1996. Extra-EU exports grew at a rate of 11 percent in 1994 but slowing to 9.5 
in 1995 and 9 percent in 1996. Import growth, which stood at 10 percent in 1994, 
fell to 5 percent in 1995 and 9 percent in 1996. Import growth, which stood at 10 
percent in 1994, fell to 5 percent in 1995 and 6 percent in 2000. This gradual 
downfall was due to slower growth in domestic demand and real effective 
exchange rate deprecations in main members of the EMS. 
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The EU's merchandise trade balance moved from a large deficit in 1991 
(ECU 70 billion) to equilibrium in 1993 and 1994 and a surplus of ECU- 44 billion 
in 1996. 
On the export side, the last two years were marked by the rapid growth of 
EU exports to Asia (a 15 percent increase per year in value between 1993 and 
1996). The largest increase were recorded in exports to a single country namely 
Japan (growing at 15 percent per year) and to the Newly Industrialized Countries 
(NICS) - (17 percent per year). It includes-Hong Kong, China, Thailand, Malaysia 
and the Republic of Korea. As a result of these trends, the share of Asian 
countries in total EU exports grew by 2 percent points i.e. from 19 percent to 21 
percent Exports to the Central and Eastern European countries (CEEC's) grew 
from 8.7 percent of the total In 1993 in 1993 to over 11 percent in 1996, reflecting 
the development of bilateral economic links under the Europe Agreements. While 
exports to the Mediterranean basin remained stable at about 12 percent of the 
total share of exports to the United States (the largest single export market, 
taking 18.3 percent of EU export) EFTA and ACP countries have declined 
slightly. 
The following chart represents the external merchandise trade by region, 
1996/a. 
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EU: External Merchandise trade by region 19g6/a 
Externally, the EU maintained a multi-stranded approach, combining 
bilateral, regional and multilateral policies. Bilateral priorities included the 
strengthening of economic links with neighboring countries, through the 
conclusion of a new generation of association agreements with countries of the 
Mediterranean basin (Euro Mediterranean agreements) and the acceleration of 
the per-accession strategy for the central and eastern European Countries 
(CEES's) and the Baltic states. The accession process of associated states is 
also covered by the recent commission proposal ("Agenda 2000") to admit to EU 
membership Cyprus, the Czech republic, Estonia, Hungary, Poland and Slovakia 
as a first group. Further economic integration in the European Continent is also 
likely to result from the introduction of dialogue cumulation of origin between the 
EU, CEEC's, EFTA, and EEA counties. 
Economic Impact 
The commission was mandated by the council (resolution 1218/92) to 
report on the effectiveness and impact of the single market A wide ranging 
economic survey was conducted in 1996, involving both commission services 
and consultants. The main results indicate that the removal of the numerous 
barriers to the free circulation of goods, services, persons and capital have so far 
resulted in substantial benefits from the EU economy. 
At the macro economic level, model-based calculation estimate that the 
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single market was directly responsible for:-
- an increase in EU, GDP of some 1.1 to 1.5 percent or ECU 60 to 80 
billion above, what it would otherwise have been; half of this increase 
resulted from price effects and half from productivity effects. 
- a higher level of employment, with job creation estimated at between 
300,000 and 900,000; 
- a lower inflation rate (1 to 1.5 percent) than othenA/ise would have been 
achieved; and 
- a higher investment level of 1 to 3 percent 
The estimates show that during the period 1985-95 there was a 
considerable increase in the share of intra -EU trade in manufacturers : from 61.2 
to 67.9 percent in imports and an even greater increase, from 53.7 to 67.8 
percent in exports (the share of intra EU trade in some individual member states 
exports grew by around 20 percent age point (Denmark from 42.2 to 67.3 percent 
UK from 447 to 64.4 percent The corresponding increases for services in the 
same period was from 46.9 percent to 50 percent for imports and 42.6 to 502 
percent for exports. 
The commission study also shows that the increase in intra EU 
penetration was the highest in 15 manufacturing industries seen as most 
sensitive to single market measures. The shares of intra EU direct investment 
flows in total FD! inflows also increased markedly, from 41 to '59 percent in the 
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period 1984 and 1991/93; in this the commission noted the rapid rise of cross 
border mergers and acquisition among EU, based fimns, from 720 to 2296 in 
industry and from 78 and to 2602 in services between 1986 and 1995. 
Savings related to changes in customs and fiscal procedures, implying the 
elimination of 60 million customs forms and 85 percent decrease in the number 
of community transit movements were estimated at about 0.7 percent of the 
value of intra EU trade, as an e.g.. EU producers and distributors of textiles and 
clothing reported reduction in cross border delivery times by 15 to 20 percent on 
average, significantly reducing road haulage costs in the sector. 
While not growing as rapidly as intra EU imports, extra-EU imports 
recorded significant growth about 50 percent overall from 1985-1996. 
Moreover, the share of manufacturing imports from (non) EU sources in 
total EU consumption rose from 12 to 14 percent between 1982-1993. The study 
Notes that: the SMP has also led to external liberalization towards Non-EU 
countries because market access is easier with a single system. "Firms not 
based in the EU are seen as benefiting from the liberalization of the movement of 
goods and services with in the EU, gaining improved access conditions through 
such provisions as right of establishment, the "single passport" hannonizing 
standards, the abolition of customs and fiscal frontier and fonnalities, 
The following chart represents share of intra EU-trade in total trade. 
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External Relations 
Over the years, the EU has developed a dense, multilayered network of 
preferential agreements covering the large majority of its trading partners and 
taking the fomi of custom unions, free-trade areas and non-reciprocal preferential 
trading arrangements. 
These agreement respond to and evolve with, commercial interests and 
wider geo-political objectives which include the preparation of neighbouring 
countries for integration in to the union, support and strengthen economic and 
political refonn in countries in transition, and the provision of economic and 
financial assistance to former territories. 
At its meeting of April 1997, the council of ministers made efforts to ensure 
that EU agreement (in particular Association Agreements) follow a more 
consistent pattern of preferences, and a greater similarity of fonn and coverage. 
In general, agreements with the CEECs and Mediterranean countries now 
provide for a large measure of industrial trade liberalization and increase in 
agricultural coverage while undoubtedly contributing to the expansion of bilateral 
trade and conversion of partners to a market economy, these agreements have 
potential trade diversion effects, where reduction or elimination of trade 
measures is deeper than against third country suppliers. This is of particular 
importance in sensitive industries such as textiles and clothing where tariffs and 
restrictions are being removed faster on bilateral trade, than more generally 
under WTO deadlines. The emphasis on bilateral agreements may also 
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potentially divert EU firms from fast growing M.F.N markets in Asia or Latin 
America, where EU Market shares have in recent years been lagging behind 
U.S. and Japanese competitors. 
Measures Directiv Affecting Imports: 
(i) Tariffs and other trade related charges : 
Tariff cuts on industrial products under the WTO Agreements are being 
applied relatively evenly over the application period, with some exceptions. 
Deeper reduction are extended for some areas of chemicals, textile fibers, 
scientific instruments and industrial electronics. Tariff elimination has been 
achieved in various areas. Peaks are gradually being eroded by successive cut 
and except several "Sensitive" products in textiles and clothing (knitted fabrics, 
men's and women's clothing), consumers electronics and motor vehicles. 
Tariff escalation: The EU's tariff structure has traditionally displayed significant 
escalation, favouring domestic processors in areas such as fish, food products, 
tobacco textiles, leather, and Paper. The Uruguay round results, provide, for the 
gradual reduction of escalation by applying proportionally higher tariff cuts to the 
highest tariffs. By 2000, escalation by stage of processing was disappeared in 
paper, iron and steel but remained in textiles, clothing leather, and agricultural 
products. 
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EU'S TEXTILES AND CLOTHING INDUSTRY 
Volume of EU Textile 
Affected by flat domestic demand and strong import pressure, the volume 
of EU textile and clothing production has fallen slightly in the last ten years (0.5 
percent per year in textiles and -2 percent in clothing). The modest recovery of 
1994 did not continue in 1995 and 1996, when real out put feel, job losses are 
estimated at almost 100,000 in 1996 alone, despite continuous adjustments, the 
industry still suffers from over capacity, EU producers responded to such 
challenges by modernizing production through the use of capital intensive and 
information technology based techniques, developing outward - processing and 
sourcing arrangements and being more reactive to consumer demand. While this 
strategy helped to increase productivity and competitiveness in certain areas, it 
has not stemmed job losses as yet. 
Building on quality improvements and greater specialization, EU textiles 
and clothing producers have sought to compensate for the loss of domestic 
markets by increasing exports, which grew at an annual rate of 5 percent 
between 1985 and 1995. The EU's main export markets are the US, Switzerland, 
Japan and other OECD Countries: 
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EU's textile trading partners 
The main evolution in recent years has been the rapid rise of bilateral 
trade with partners in central and eastern Europe and the Mediterranean region 
(a three fold increase in the last five years). Countries such as Poland, Turkey, 
Tunisia and Morocco, have become important trading partners both on the export 
and import side, reflecting the growing importance of outward processing trade 
(currently about 15 percent of total EU external trade). 
As described below, this evolution may be related to the (Faster) 
liberalization of trade under preferential agreement, with measures such as the 
complete elimination of tariffs on imports from the CEEC's, the harmonization of 
rules of origin or the regular in crease in outward processing trade (OPT) quotas.. 
At the same time, the shares of Poland, Turkey, Tunisia and Morocco in EU 
imports of Clothing increased. 
The following chart present the textile and clothing import by source 1991-
1995. 
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From the above chart we can see the various EU textile trading partners. 
Imports from India accounted for 6.4 percent in clothing and 10.2 percent in 
textile in 1995 which have increased from 1991, representing that it has more 
opportunity to expand if she explores her own resources to the optimum. 
(3) Employment in the Industry 
Although the textiles and clothing industries account for a declining share 
of EU manufacturing value added (by about 4 percent and employment by 8 
percent), still they remain important activities in certain local areas. 
Regions Such as Lombardy (Italy), Catalunya (Spain), Bayern and 
Nordrhein-west falen (Germany) Norte (Portugal), Wallonie (Belgium) or Region 
du Nord (France) show the heaviest concentration of employment in textile and 
clothing industries. As in most other industrialized countries , the industry is 
undergone a process of restructuring and adjustment to reduce costs and 
increase productivity (Labour productivity increased in 1994 by 8 percent in 
textiles and 6 percent in clothing) Between 1985 and 1994, imports of textile and 
clothing rose, respectively, from 15 to 25 percent from 12 to 20 percent of the EU 
market. Import penetration seems, however, to have stabilized in 1995 and 
1996. Total employment fell by about 25 percent between 1984 and 1995 with a 
loss of about 850,000 jobs from a total of 3.2 Million in 1984. 
By April 1997, textiles import was the second group of products most 
affected by EU anti-dumping actions, with 24 measures in force.. Measures in 
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force mostly concern polyester, yarns and fibers. The figures reveal an increase 
over the previous year in investigations and measures affecting cotton fabric and 
polyester yarns, raising fears among certain trading partners that the 
liberalization of the EU's textiles imports would be accompanied by an increase in 
anti-dumping activity. (Under the WTO Agreement on textiles and Clothing, 
quantitative restrictions vis-a-vis a number of developing countries and countries 
in transition, carried over from the former MFA regime are being progressively 
phased out as products are integrated in to the GATT). There are no measures in 
force on Clothing. 
The Uruguay Round Implementation process 
On December 16, 1996, the community and its member states notified the 
second list of products for integration in the GATT, representing 17.99 percent of 
1990 import volume covered by the ATC. Following that integration, effective 
from 1 Jan.. 1998, over one third of the EU's import volume of 1990 will have 
been integrated in to the GATT. 
To date, the EU has not invoked the transitional safeguard mechanism 
available to prevent for the import surges from causing or threatening to cause 
serious damage to domestic industry. 
Trade in textiles and clothing is likely to be among the beneficiaries of the 
harmonization of the rules of origin among European countries and the creation 
of a Single territory for origin between the EU, other EEA members and the 
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CEECs Combined with the liberalization of trade with the CEECs, the New 
system might provide further stimulus to industrial co-operation and outward 
processing operations within the zone. 
Euro 
A revolutionary step was taken by the eleven European unified countries 
to have a single European Unified currency called EURO from 1st Jan. 1999,. 
This central monetary unit had officially replaced deutsche mark, French France 
and Italian lira. The eleven countries that adopted this currency are Austria, 
Belgium, Finland, France, Germany, Ireland, Italy, Luxembourg, the Netherlands, 
Portugal and Spain. The decision regarding the single Euro currency was taken 
after meeting the conditions established by the Maastricht treaty to move on to 
the single currency. 
The four other member countries of EU that did not join the arrangement 
are Greece, UK, Denmark and Sweden. Greece had set itself the objective of 
joining the Euro in the year 2001, so it did not join. UK, and Denmark used their 
right acknowledged in the Maastricht treaty, not to participate in the Euro. 
Sweden did not meet the criterion of belonging to the European monetary 
system and the exchange rate mechanism and hence expressed its wish not to 
take or in the first wave of Euro. 
Thus, with the introduction of Euro on 1 Jan. 1999, the Gemian deutsche 
mark, the frank, the Spanish Peseta, the Italian lira, the Dutch Guilder, the 
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Belgium Franc, the Luxembourg, France the Austrian schelling, the Finnish 
markka, the Portuguese escudo and the Irish punt in no longer quoted on the 
foreign exchange market and the Govt, security markets. The Monetary units of 
the Various countries made up the Euro Zone a simple non decimal subdivisions 
of the Euro. 
Euro was issued and administered by a European Systems of Central 
Bank (ESCB) comprising an European Central Bank (ECB) whose head quarters 
are at Frankfurt, Germany. Its president and the 11 National central Banks 
Prepare and execute the decisions of the Governing council. 
The changeover to Euro is not a currency reform; but a numeric 
conversion of monetary assets and liabilities with the value being maintained. 
The changeover to Euro was no cash and the general public would probably 
changeover to Euro only when the Euro notes and coins are put in to circulation. 
Following are the benefits from single currency. 
• By Jan. 2002, the Euro will become the only valid currency in 11 
European countries, creating a market of 400 million consumers, 
whose younger generation has been weaned on technology, world 
travel and Hollywood entertainment-deep cultural differences will be 
resolved quoted by David Mair, economist at the European 
commissions consumer policy directorate. 
• A new study by two American economical after using 30 years of 
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data from 20 industrialized countries, concluded that, entry in to a 
single European currency could prompt even closer trade ties. 
• Britain's royal economic society studied "continued European trader 
liberalization can be expected to result in more tightly co-related 
business cycles, making a common European currency move likely 
and more desirable. 
Inevitably, there would be a tendency for economies and regions to 
become more specialized in the goods and services in which they have a 
comparative advantage. 
• Euro would provide monetary stability. 
• It will ensure low interest rates promoting investment and 
consequently an upturn in the economy, resulting in job creation. 
For consumer's this development would bring down the mortgage 
rate. It will help the 11 countries to move towards zero exchange 
risks. Fixed parity would mean greater transparency of prices for 
goods and services paying the way for stronger competition leading 
to lower prices for the consumer and new business and co-
operation opportunities for European firms. 
• Above all the Euro is expected to provide a balancing factor to the 
world monetary system which is presently dominated by U.S. 
dollars. The eleven member states constituting Euro over will 
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represent 290 million inhabitant compared with 268 million for the 
U.S. 2126 millions for Japan. It would represent 19.4 percent of 
world for the U.S. and 7.7 percent for Japan. The eleven account 
for 18.6 percent of world trade as compared with 16.6 percent for 
U.S. and 8.2 percent for Japan. Because of the size of its market 
and its position as the world's main commercial and economic 
power. Euro is likely to become a factor of attraction which will 
make it in the medium term, a world currency of trade, investment 
and reserve equal to the U.S. Dollar. 
Thus, it may be concluded that despite the socio-economic heterogeneity, 
the market size of EU and its affluence, wealth and consumption patterns make 
all the member countries of EU very attractive. However, on the basis of fore 
going discussion, it particularly need to be mentioned that in order to get the 
optimum gains of trade, India will have to ensure quality while still being 
competitive. 
CHAPTER 3 
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INDIAN ECONOMIC SCENARIO WITH SPECIAL 
REFERENCE TO TEXTILE INDUSTRY 
India is amongst the top ten countries in the world in industrial output and 
is one of the largest producers of steel in the world. She holds the fourth place in 
the World in technical manpower. India is one of the few developing countries 
that have maintained their form of government since independence from the 
British Empire. 
Her internal markets are usually large for a developing country, providing 
most of the advantages of common market arrangements elsewhere, but they 
also entail exceptional difficulties of organisation and Management. Because of 
the size of the domestic market, exports are of an unusually low percentage of 
the GNP (4.5%) and it is relatively more difficult to interest producers in export 
market. 
In order to have a competitive economy one should have a strong base in 
the open market and also have diversified foreign trade. India realising its 
importance created a Ministry of Foreign Trade (known as Ministry of Commerce) 
and added an independent chapter on Foreign Trade to the fourth Five Year 
Plan, for the first time. Thanks to the vigorous and imaginative export derive 
adopted by the government, it is fast emerging as an export oriented economy. 
India's modern period of trading, so to say, commenced in the later half of 
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the nineteenth century with the opening of the Suez. It rose from Rs. 900 
million in the 1860s to Rs. 3800 million before the 1 *^ world war. The composition 
of India's foreign trade reflected the under developed nature of Economy. 
Agricultural commodities, raw cotton, raw jute, oil seeds, tea, hides and skins 
constituted the bulk. The pattern had undergone a slight change between the 
wars as during that period, Germany, Japan & U.K. were preoccupied with war 
and the African countries started diverting their demands towards India for the 
manufactured and semi-manufactured goods. Thus, the export of jute 
manufacturers and cotton piece goods considerably increased. 
Later the partition of the country into Pakistan and India left dreadful 
marks, as the source of raw material and the manufacturing industries also got 
divided and thus India had to import raw-materials to cover the demand of her 
industries. She, also had to import food grains. This was quite a paradoxical 
situation in a predominantly agricultural country. The government was 
constrained to scrap the liberal import policy and the rupee had to be devalued in 
1949. The devaluation & the Korean War boosted exports. 
The following tables and graphs represents India's foreign trade after 
independence. 
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TABLE 3.1: INDIA'S FOREIGN TRADE 
Year 
1 
1951-52 
1952-53 
1953-54 
1954-55 
1955-56 
1956-57 
1957-58 
1958-59 
1959-60 
1960-61 
1961-62 
1962-63 
1963-64 
1964-65 
1965-66 
1966-67 
1967-68 
1968-69 
1969-70 
1970-71 
1971-72 
1972-73 
1973-74 
Imports 
2 
1,379 
1,002 
855 
998 
1,024 
1,423 
1,633 
1,424 
1,515 
1,768 
1,718 
1,783 
1,927 
2,126 
2,194 
2,078 
1,986 
1,936 
1,582 
1,634 
1,824 
1,867 
2,995 
(Value in Rs Crores) 
Exports 
3 
1,106 
873 
813 
918 
922 
977 
1,001 
903 
1,008 
997 
1,033 
1.069 
1,244 
1,282 
1,264 
1,157 
1,199 
1,385 
1,413 
1,535 
1,602 
1,961 
2,523 
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1974-75 
1975-76 
1976-77 
1977-78 
1978-79 
1979-80 
1980-81 
1981-82 
1982-83 
1983-84 
1984-85 
1985-86 
4,468 
5,018 
5,074 
6,026 
6,811 
9,143 
12,549.15 
13,607.56 
14,355.76 
15,762.95 
17,092.12 
19746.77 
3,304 
3,942 
5,146 
5,373 
5,726 
6,418 
6710.70 
7805.90 
8907.75 
9872.10 
11,559.78 
11,011.96 
TABLE 3.2: INDIA'S ECONOMY AT A GLANCE AFTER THE 
INDEPENDENCE 
Indicators 
(1) 
Population 
Gross National Product 
(1970-71 prices 
Gross National Product at 
Current Prices at Market 
Prices 
Per Capita NNP 1970-71 
prices 
Agricultural Production 
(Index) 
Foodgrains Production 
Industrial Production Index 
(CSD) 
Unit 
(2) 
Million 
Rs. Crores 
Rs. Crores 
Rs, 
1969.70 = 
100 
Million 
tonnes 
1970 = 100 
1980-81' 
(3) 
679 
55461 
699.5 
699.5 
135,3 
129.6 
154.0 
1981-82 
(4) 
694 
(2.2) 
58584 
(5.6) 
719.5 
719.5 
(2.9) 
142,9 
(5,5) 
133.3 
(2.8) 
167.3 
(8.6) 
1982-83 
(5) 
709 
(2.2) 
60518 
(3.3) 
721.0 
721.0 
(0.2) 
137.5 
-(3.8) 
129.5 
-(2.8) 
173.8 
(3.7) 
• 1983-84 
(6) 
724 
(2.2) 
65073 
(7.5) 
761.0 
761.0 
(5.5) 
156.4 
(13.7) 
152.4 
(17.7) 
183.4 
(5.5) 
1984-85 
(7) 
739 
(2.1) 
67423 
(3.6 
771.5 
771.5 
(1.4) 
155.0 
-(0.9) 
146.2 
-(4.1) 
194.6 
(6.1) 
1985-86 
(8) 
756* 
(2.3) 
70794* 
(5.0) 
810.0* 
810.0* 
(5.0) 
159.0* 
(2,6) 
145,0* 
-(0,8) 
209.8* 
(7.8) 
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Consumer Prices (1) 
TOTAL Exports as % of 
GNP 
India's Siiare in world 
Exports 
Total Imports 
Total Imports as 5 of GNP 
Foreign Deficit 
Foreign Collaborations (1) 
Foreign investments 
Foreign Exchange 
Reserves 
1960 = 100 
% 
% 
Rs, Crores 
% 
Rs. Crores 
Nos. 
Rs, Crores 
Rs. Crores 
441 
5,9 
0,42 
12549,1 
2 
11,0 
5838,45 
526 
6.63 
4822.1 
459 
(4,1) 
^ 6,0 
0,420,49 
13607.5 
6" 
10.4 
5801.65 
• -(0.6) 
3 8 9 -
(26.1) 
10.87 
(63.9) 
3345.5 
-(30.4) 
(5.60 
475 
(4.7) 
6.2 
0.46 
14306.9 
7 
10.0 
5503.66 
-(5.1) 
591 
(51.9) 
62.80 
(477.7) 
4265.3 
(27.2) 
(11.6) 
532 
(12.0) 
5.8 
15762.9 
5(10.2) 
9,2 
5890.85 
(7.0) 
673 
(13.9) 
61.90-
(1.4) 
5497.9 
(28.9) 
(9.0) 
576 
(8.3) 
6.2 
17092.1 
2(8.4) 
9.1 
5835.19 
-(7.8) 
752 
(11.7) 
113.00 
(82.6) 
6816.3 
(24.0) 
913.9) 
608 
(5.5) 
5.5 
18500.0 
0(8.2) 
8.9 
8300.00 
(52.7) 
1024 
(36.2) 
125.87 
"(11,4) 
6456:4 
-(5.3) 
16.5) 
* Figures in bracl<ets, indicate change over previous year. 
TABLE 3.3: FOREIGN INDUSTRIAL COLLABORATIONS APPROVED BY 
GOVT. OF INDIA 
(Unit in numbers) 
Country 
FRO 
U.K. 
France 
Italy 
Switzerland 
Sweden 
Netherlands 
1981 
74 
79 
23 
18 
26 
11 
9 
1982 
110 
106 
28 
37 
41 
15 
14 
1983 
129. 
119 
40 
30 
47 
15 
13 
1984 
135 
126 
38 
38 
30 
14 
14 
1985 
180 
147 
61 
56 
42 
29 
16 
1986 
Jan.-Sept. 
136 
79 
29 
37 
22 
22 
18 
109 
Austria 
Denmark 
Belgium 
Norway 
Spain 
Finland 
Ireland 
TOTAL EEC 
U.S.A. 
GRAND TOTAL 
8 
1 
1 
-
1 
2 
-
205 
85 
389 
8 
4 
4 
2 
1 
4 
2 
305 
110 
590 
3 
3 
8 
3 
2 
1 
1 
344 
135 
673 
8 
6 
5 
5 
2 
2 
1 
357 
148 
752 
14 
12 
9 
3 
3 
4 
-
481 
197 
1024 
11 
3 
4 
7 
5 
3 
-
298 
131 
658 
Source: Indian Investment Centre 
TABLE 3.4: FOREIGN INVESTMENT APPROVED DURING 1981-85 
(in Lakhs) 
Country 
FRG 
U.K. 
France 
Italy 
Switzerland 
Sweden 
Netherlands 
Austria 
Denmark 
Belgium 
Norway 
1981 
541 
71 
62 
4 
64 
~ 
8 
16 
— 
~ 
— 
1982 
353 
165 
258 
399 
118 
153 
— 
— 
6 
1 
— 
1983 
484 
980 
79 
115 
112 
80 
268 
— 
11 
3 
— 
1984 
284 
181 
121 
77 
44 
142 
— 
0.4 
25 
46 
~ 
1985 
1180 
370 
235 
695 
84 
80.65 
40 
103 
24 
268 
650 
110 
Spain 
Finland 
Ireland 
U.S.A. 
Japan 
Total including 
others 
10 
~ 
~ 
224 
64 
1087 
23 
~ 
5 
503 
2511 
6280 
— 
10 
~ 
1389 
1607 
6187 
--
21 
— 
894 
615 
11300 
• - -
20 
— 
3992 
1567 
12606 
A comprehensive development planning was introduced in 1951 with the 
first five year plan. The main objective on the foreign trade front were to maintain 
a high level f exports and to import only those items which were necessary in the 
national interest and were meeting the requirement of development planning. 
The policy adopted by the government was - "selective libralization". 
Many important measure were taken by the government of India since 
1960s for augmenting exports production in a positive way. Towards this end the 
steps taken included the setting up of the Export Promotion Council, constitution 
of Export Credit and Guarantee Corporation, provision of credit through special 
financial institution such as Industrial Development Bank of India, at both the 
national and states level, creation of a Marketing Development Fund in the 
Ministry of Commerce for providing export assistance and the setting up of a 
state trading corporation. 
The rate of growth of exports were only 2% for a long time. This poor 
performance was due to the dependence of exports on the agricultural sector. 
I l l 
The internal demand also increased with increase in population & standard of 
living. The large and profitable domestic market made the entrepreneurs inward 
looking. The emphasis in the past was on import substitution and this could not 
be long term solution. 
TABLE 3.5: INDIA'S FOREIGN TRADE 
(Rs. Crore) 
1950-51 
Imports 
1.025 
FIRST PLAN 
1951-52 
1952-53 
1953-54 
1954-55 
1955-56 
Total 
Annual 
Average 
1,379 
1,002 
855 
998 
1,224 
5,458 
1,092 
SECOND PLAN 
1956-57 
1957-58 
1958-59 
1959-60 
1960-61 
Total 
Annual 
Average 
1,423 
1,633 
1,424 
1,515 
1,768 
7,763 
1,553 
Percentag 
e growth 
over per 
year 
-
34.5 
-14.7 
-14.7 
16.7 
22.6 
-
-
16.3 
14.8 
-12.8 
6.4 
16.7 
-
-
Exports 
947 
1,106 
813 
813 
918 
922 
4,632 
926 
977 
1,001 
903 
1,008 
997 
4,886 
977 
% growth 
over per 
year 
-
16.8 
-6.9 
-6.9 
12.9 
0.4 
-
-
6.0 
2.5 
-9.8 
11.6 
-1.1 
-
-
Balance of 
trade (+ or -) 
-78 
-273 
-42 
-42 
-80 
-302 
-826 
166 
-446 
-632 
-521 
-507 
-771 
-2.877 
-576 
Exports as 
%of 
imports 
92.3 
80.2 
95.1 
95.1 
92.0 
75.3 
-
-
68.7 
61.3 
63.4 
66.5 
56.4' ' 
-
-
The above table represents India's foreign trade during the first and 
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second five year plan. 
It was only during the tliird five year plan period that export earnings were 
considered a substitution for aid. But the third plan was not successful due to 
hostilities with Pakistan. The following table represents the India's exports during 
the third five year plan: 
TABLE 3.6 
THIRD PLAN 
1961-62 
1962-63 
1963-64 
1964-65 
1965-66 
Total 
Annual 
Average 
1,718 
1,783 
1,928 
2,126 
2,194 
9,748 
1,950 
Imports 
-2.8 
3.8 
8.1 
10.3 
3.2 
-
-
% 
growth 
over per 
year exp. 
1,033 
1,069 
1,244 
1,282 
1,264 
5,892 
1,178 
% growth 
over per 
year 
3.6 
3.5 
16.4 
3.1 
-1.4 
-
-
B.O.T. 
-685 
-714 
-633 
-844 
-930 
-3,856 
-772 
Exports 
as % of 
imports 
60.1 
60.0 
64.6 
60.3 
57.6 
-
-
The fourth plan envisaged reaching self sufficiency in agriculture in the 
first two years. As expected agricultural production increased considerably to 
fulfil the local needs. But, at the same time, no choice could be taken and buffer 
stocks were built up to meet any contingencies. 
With all the efforts, the rate of growth of exports was impressive during the 
plan period as the growth rate stood at 13.2%. The growth was particularly 
remarkable in the years 1974-75, 1975-76 and 1976-77. Needless to say, 
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imports also grew during tlie same period. 
All this required bold approach on the part of the government in export 
efforts. The government of India adopted the policy starting from the export policy 
resolution and the various steps were taken towards this end paid rich dividends. 
The following table represents the foreign trade during the annual plans 
and the fourth five year plan: 
TABLE 3.7 
ANNUAL PLANS 
1966-67 
1967-68 
1968-69 
Total 
Annual 
Average 
2,078 
2,008 
1,909 
5,995 
1,998 
FOURTH PLAN 
1969-70 
1970-71 
1971-72 
1972-73 
1973-74 
Total 
Annual 
Average 
1,582 
1,634 
1,825 
1,867 
2,956 
9,863 
1,973 
Imports 
-5.3 
-3.4 
-4.9 
-
-
-17.1 
3.3 
11.7 
2.3 
58.3 
-
-
% growth 
over per 
year exp. 
1,153 
1,193 
1,354 
3,700 
1,233 
1,413 
1,535 
1,608 
1,971 
2,523 
9,050 
1,810 
Exports 
-8.8 
3.5 
13.5 
-
-
44 
8.6 
4.6 
22.6 
28.0 
-
-
Percentage balance of 
growth over trade 
previous year (+ or -) 
-925 
-815 
-555 
-2,295 
-765 
-169 
-99 
-217 
-104 
-432 
-813 
163 
Exports as 
%of 
imports 
55.5 
59.4 
70.9- . 
-
-
89.3 
93.9 
88.1 
105.6 
85.4 
-
-
The foreign exchange position of the country was indeed very good in 
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However, the last few years had shown an increase in the growth rate of 
exports to West Europe and India's export to East Europe grew at a compounded 
growth rate of about 20.5% per annum in the five year period (1969-70 to 1974-
75). 
The trends in foreign trade in 1976-77 were also encouraging and the 
deficit was expected to be much smaller than what it was in 1975-76. This was 
inspite of the big imports of edible oil, raw-cotton and other items mainly for 
overcoming the indigenous shortages. Both the export policy and import policy 
had undergone significant changes during the year 1977-78. 
During the period the import policy was particularly liberalised in respect of 
capital goods in view of the easy foreign exchange position in the country. In 
respects of exports, there was a distinct shift in export mix towards dynamic 
export items, such as engineering goods, marine products, etc. 
India's overall exports including are exports during 1976-77 aggregated to 
Rs. 51,433.5 million registering an increase of about 27.2% in over all exports. In 
the case of imports the increasing tempo of earlier years was reversed. Import 
during the year totalled to Rs. 50,753.6 millions, showing a decline of 3.6% 
compared with Rs. 52652.2 million, the previous year. India's balance of trade 
during the year turned favourable to the extent of about Rs. 690 million in 
contrast to a deficit of Rs. 13224 million during 1975-76. 
Direction wise also, the export trade got considerably diversified. The 
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U.S.A. the U.K. the U.S.S.R. & Japan together accounted for 50% of the exports, 
a decade ago. Their share ha gradually declined to about 40% In 1979-80. The 
share of East European countries had also declined. On the other hand all ECM 
countries other than the U.K. and all oil exporting Middle East countries have 
improved their share considerably. West Germany, the Motherland, Italy, Kuwait, 
Saudi Arabia, the U.A.R. Iraq and Iran account for a high share in our exports. 
The deficit of India's foreign trade which amounted to Rs. 10,880 million in 
1978-79 rose sharply to Rs. 24,390 million in 1979-80, Rs. 40,000 million in 
1980-81 and Rs. 58,860 million in 1981-82. 
The following data represents India's foreign trade during the fifth and 
sixth five year plan: 
TABLE 3.E 
FIFTH PLAN 
1974-75 
1975-76 
1976-77 
1977-78 
1978-79 
Total 
Annual 
Average 
t 
Imports 
4,519 
5,275 
5,074 
6,026 
4,811 
27,705 
5,541 
% growth 
over per yr 
+52.9 
+16.7 
-3.8 
+18.8 
+13.1 
-
Exports 
3,329 
4,042 
5,143 
5,374 
5,726 
23,614 
4,723 
% growth 
per year 
+319 
+214 
+27.2 
+4.5 
+5.9 
-
-
B.O.T. 
-1190 
-1232 
+73 
-652 
-1085 
-4087 
-817 
(Rs. Crore) 
Ex as % of 
Imports 
73.7 
76.6 
101.5 
89.2 
84.0 
-
-
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SIXTH PLAN 
1979-80 
1980-81 
1981-82 
1982-83 
1983-84 
Total 
Annual 
Average 
9,143 
12,549 
13,608 
14,356 
15,763 
52,519 
10,504 
+34.2 
+37.3 
+8.4 
+5.5 
+9.8 
-
-
6,413 
6,711 
7,806 
8,908 
9,867 
39,710 
7,942 
12.1 
4.6 
16.3 
14.1 
10.8 
-
0 
-2724 
-5838 
-5801 
-5448 
-5995 
-25806 
-5161 
70 
53.5 
57.4 
62 
62.6 
-
-
During the sixth five year plan we see that there was an unprecedented 
growth in imports during the first two years of the plan and was later contained. 
Where as exports growth trend was just revise to the import trends as initially 
there was lesser growth while it jumped during the third year. However, in 
absolute terms there was a considerable increase in the trade deficit due to rapid 
growth in imports. India being a traditional importer (industrial and manufactured 
goods import) improving quantum jump in imports during the first two years 
because of the severe oil crises, leading to price escalation of oil itself and the 
finished goods. 
India's trade links with all the regions of the world have increased over the 
years. In view of the importa'nce of external trade, India has taken major 
initiatives to diversify its exports base as also their destinations. According to 
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1998-99 data. Exports cover over 7,500 commodities to about 190 countries 
while imports are from about 1490 countries of over 6,00 commodities. Exports 
over a wide range of items of agricultural and industrial sectors as also various 
handicraft, handloom, cottage and craft articles. Project exports which induce 
consultancy, civil construction and turn-Key contracts have also made significant 
progress in recent years. Compute software exports have also increased 
significantly and these are mainly exported to the advance d countries Imports 
have also increased substantially, bulk of which comprise items like petroleum, 
petroleum products, fertilise, precious and semi-preciousstones for export 
production and capital goods, raw materials, consumables and intermediates for 
industrial production and technological upgradation. 
Value of foreign trade 
The total turnover of foreign trade (imports plus exports including re 
exports) has been steadily rising since the beginning of the planning era in India. 
The value of trade increased from Rs. 1,214 crore in 1950-51 to Rs. 3,17,702.16 
crore in 1998-99. The value of imports, exports, total trade and balance of trade 
from 1990-91 to 1998-99 is given in the table 21-1. 
During 1998-99 India's total exports amounted to Rs. 1,41,603.53 crore s 
compared to Rs. 1,20,614.28 crore during 1997-98, registering a growth of 17.4 
percent. In dollar terms the growth rate was 3.7 percent. At the same time, 
imports inaeased from Rs. 1,44,572.86 crore in 1997-98 to Rs. 1,76,098.63 
crore during 1989, thereby registering a grovi^h of 21.18 percent. In dollar terms 
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imports increased by 7.93 percent the trade deficit in rupee terms was Rs. 
34,495.1 crore while in dollar terms it was US dollar 8,245.17 million in 1998-99. 
Direction of External Trade 
India has export and import links with all the regions of the world. During 
1998-99, Asia and Oceanian accounted for 35.6 percent of India's total exports, 
followed by West Europe (28.1 percent), America (25.4 percent), Africa (6.3 
percent) and East Europe (3,1 percent). During the year Asia and Oceanian were 
the largest suppliers of goods and accounted for 44.8 percent of India's imports 
followed by West Europe (32.2 percent), America (11.1 percent), Africa'(9.0 
percent) and East Europe (32.2 percent), America (11.1 percent) Africa (9.0 
percent) and East Europe (2.0 percent). 
Textile Foreign Trade 
As regards to textile trade, in the seventeenth century, Dutch and British 
textile, imports consisted mostly of colourful printed cotton piece goods, for which 
Gujrat and the Corromandel coast were the best centres of production. Fine 
white textiles of Bengal were famous at that time and the fashionable printed 
patterns added to it in England increased its demand and thus the textile trade 
with West-Bengal increased by leaps and bounds in the early decade of the 
eighteenth century. 
In the year 1725, it amounted to an annual value of £ 200,000 sterling, 
which doubled in the next five years. By 1740 it reached to sterling, surpassing 
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the growth trends in India's rest of the trade with England as well as with the 
world. 
Thus we see that the textile undoubtedly is one of the oldest and most 
firmly established industry. 
There was a steady expansion of foreign trade in the second half of the 
19'*^  century . The British cotton textile industry had its major export market in 
India from 1870 to 1895. Therefore, the representatives of that industry watched 
everything concerning that market with keen interest. In 1870 the textiles worth 
£ 80 million sterling, were exported to India. But then in 1879 there was a 
recession in 1879 and it came down to £ 65 sterling. Then the British textile 
lobby forced to remove the Indian cotton import duties, which were purely fiscal 
but not protective. Inspite of this, there was still stagnation in Indian demand due 
to low purchasing power and also because time Indian started paying more 
attention to the import of silver and other precious metals. 
In late nineteenth century, Indian exports increased rapidly. During this 
period there was a remarkable trend towards diversification i.e. in addition to 
cotton, jute and tea was also traded. 
The following table represents the clear picture of the changes in the 
trend:-
1 2 1 
Table 3.9: The change in the composition of exports, 1871 & 1901 (million 
rupees) 
Year 
1871 
1901 
Raw 
cotton (%) 
191 (35) 
101 (9) 
Raw Jute 
(%) 
20 (5) 
109 (10) 
Opium (%) 
117 (20) 
94 (9) 
Tea (%) 
11 (2) 
97 (9) 
Indigo 
(%) 
32 (6) 
21 (2) 
Total five 
products 
371 (68) 
422 (39) 
Total 
exports 
(=100%) 
524 
1077 
The table represents compositional diversion as by that time India 
discovered other items that could be exported, not depending only on textiles. 
Table 3.10: Major export commodities, 1870-1909 (million rupees) 
Annual average 
for each decade 
1870-9 
1880-9 
1890-9 
1900-9 
Raw 
cotton 
137 
144 
119 
201 
Cotton 
textiles 
18 
54 
94 
123 
Raw 
Jute 
34 
56 
87 
154 
Jute 
products 
5 
16 
44 
124 
Opium 
122 
112 
• 83 
93 
Rice 
60 
87 
129 
176 
Tea 
22 
44 
75 
94 
Source: K.N. Chaudhri: cf Bibliography, Section 4.3. 
The export of raw-cotton and cotton textiles increased subsequently 
during the given years. 
The charts represents the share or percentage of textile industry in Indian 
exports: 
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ISlC 321 
ISlC 322 
ISIC 323 
ISlC 324 
ISIC 351 
ISIC 352 
ISIC 353 
ISIC 371 
ISIC 372 
ISIC 382 
ISIC 383 
ISIC 384 
ISIC 385 
GRAPHS 
Textiles 
Clothings 
Leather products 
Footwear 
Industrial chemicals 
Other chemicals, including phanmaceuticals 
Petroleum refineries 
Iron and steel 
Non-ferrous metals 
Non electrical machinery including computers 
Electrical machinery 
Transport equipment 
Professional and scientific equipment 
Source: UNSD, comtrade data base (Ret. W.T.O., Trade Policy Review, India-
1998). 
Exports 
India's exports of textiles and clothing were some 27% of its total exports 
in 1996/97. Since 1991/92 textile exports have remained at around 13% of the 
total while clothing exports have fluctuated at between 14 and 16% of the total. 
Indian's main markets for Its textiles and clothing are the European Union and the 
United States. 
Exports have shown a positive growth trend and a diversification of 
product country mix over the years. Commodities whose exports are increasing 
over that few years include plantations, marine products, sports goods, gems and 
jewellery, chemical and allied products, engineering goods, textiles and 
handicrafts. However, during April-February 1998-99 negative growth has been 
witnessed in respect of export of ores and minerals, electronics hardware, project 
goods, cotton raw industries waste and petroleum products. 
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the total imports. This group includes fertilizers, newsprint, petrol and petroleum 
products, edible oil, etc. the other principal imports consist of pearls, precious 
and semi-precious stones, machinery, project goods, medicinal and 
pharmaceutical products, organic and inorganic chemicals, coal, coke and 
briquettes, artificial resins, etc. 
Export Promotion 
Indian trade policy was primarily aimed at imports having regard to the 
nascent stage of the country's developments the need to encourage domestic 
production through imports-substitute measures. However, with the onset of 
liberalisation, the importance of libralization through trade and making exports 
the engine of growth of the economy has been recognised. 
Export-promotion is now a continuous and sustained effort. Specific steps 
in this direction have been taken resulting insignificant efforts and achievements. 
Trade policy reform like specification and streamlining of procedures and addition 
of items in the special Import Licence to improve premium and incentive to 
exports have created an environment for trade, straightened export production 
base and procedural arritants, imports are being gradually liberalised to fallow of 
raw materials and inputs to the exports sector besides weaning and modernising 
the indigenous production base. India is a founder member of World Trade 
Organisation (WTO). The regional bilateral initiatives include a comprehensive 
agreement with European commission, Indo-US Commercial Alliance, operation 
of SAARC preferential Trading Arrangements (SAPTA), Bangkok Agreement and 
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Imports 
Imports of textiles and clothing in to India remain negligible, mainly due to 
the quantitative restrictions maintained by India. Imports of textiles have grown 
from 5% of total imports in 1980/81 to 1.2% in 1994/95; In 1996, some textiles 
and clothing products were moved into the SIL list but imports remain highly 
restricted. As a result of recent consultations, however, India has agreed to 
remove all remaining import restrictions in the sector in a phased manner. 
EXIM Policy on Textile 
Under India's Export imports policy, 1997/98-2001/2, cotton, wool, silk, 
man-made and blended fabrics are classified as consumer goods and can 
therefore only be imported against a licence. As part of agreement signed with 
the USA and the EU in 1994, however, a number of fabrics and made-up items 
have been moved from the SIL list to the list of freely importable goods. 
Tariffs tend to be high although they have been reduced in the last few 
years: average m.f.n. rates on textiles declined from 77% in 1993/94 to 43% in 
1996/97 and for clothing from 85% in 1993/94 to 45% in 1996-97. Tariff rates 
and other forms of protection, are expected to decline further as India 
implements the ATC. 
Imports are effected to meet the essential requirements of domestic 
consumption, investment and production. Bulk imports as a group registered a 
growth of 0.2 percent during the current year and accounted for 31.5 percent of 
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efforts to promote an Indian Ocean Rim Bloc. Country specific initiative are taken 
to promote trade with all our trading partners. Special thrust is being given to 
Latin America, Africa an Central Asian Republics. Exports promotion industrial 
park scheme has been implemented to support state government efforts in 
export promotion. India Brand Equity Fund has been launched to create brand 
image for Indian export products abroad. Encouragement is being given for 
achieving higher quality standards in exports and ISO norms. 
Import Policy 
Capital goods, raw materials, intermediates, components, consumables, 
spare parts, accessories, instruments and other goods may be imported without 
any restriction. Goods, which are importable without any restriction, may be 
imported by any person whether he is an actual user or not. However, if such 
imports require a licence, the actual user alone may import such goods unless 
the actual user condition is specifically dispensed with by the licensing 
authorities. 
Export-Import Policy 
The new Exim policy 1997-2002 has been formulated. The policy seeks 
to consolidate the gains of the previous policy and carries forward the process of 
liberalisation. There has been consistent efforts to deregulate and simplify 
procedures, to remove quantitative restriction in a phased manner and create a 
congenial environment for the exporting community. The export promotion 
128" 
capital goods (EPCG) scheme has been continued and imprest of second hand 
capital goods has also been allowed subject to certain restrictions. 
The duty exemption scheme is an important instrument of facilitating 
export. It consists of duty-free licence, annual advance licence and duty-
entitlement pass-book. The duty - free licensing scheme consists of (a) advance 
licence, (b) advance intermediate licence and (c) special import licence. It has 
been provided that an exporter may export through third party of directly and 
discharge export obligation imposed against duty-free advance licence. 
The scope of deemed export has been widened by according certain 
categories of supply of goods manufactured in India the deemed export status. 
Such exports are eligible for following benefits: (a) special imprest 
licence/advance intermediate licence, (b) deemed export drawback scheme (c) 
refund of terminal excise duty and (d) special import licence. 
Exports Progressing Zones 
India has seven Export Processing Zones (EPZs) at Kandia (Gujarat) 
Santacruz (Maharshtra), Cochin (Kerala) Chennai (Tamil Nadu), Noida (U.P.) , 
Falta (West Bengal) and Vishkhapatnam (A.M.). Each zone provides basic 
infrastructural facilities in addition to a whole range of fiscal incentives. Customs 
clearance facilities are offered within the zone Government has recently 
permitted development of EPZs by the private, state and joint sectors. The inter-
ministerial committee on private EPZs has already cleared the proposals for 
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EPZs to be set up in Mumbai, Sural, Tiruneveli and Kancheepuram and at Noida 
by the Government of Uttar Pradesh. 
The scheme of Export Oriented Units (EOUs) introduced in early 1981, is 
complementary to the EPZ Scheme. It adopts the same production regime but 
offers a wider option in Location with reference to factors like source of. raw 
materials, ports of exports, hinterland facilities, availability of technological skills 
existence of an industrial and the need for a larger area of land for the project. 
A centrally-sponsored "export Promotion Industrial Parks' (EPIP) scheme 
has been introduced in August 1994 with view to involving the state government 
in the creation of infra-structural facilities for export oriented production. It 
provides for 75 per cent of capital expenditure towards creation of infra-structural 
facilities limited to Rs. 10 crore to the State Government. So far 19 proposals for 
establishment of EPIP have been sanctioned. 
Provisional export figures from EOU/EPZ unit during 1998-99 in of the 
order of Rs. 16120 crore which is 8 per cent higher than the exports achieved 
last year. 
Textile, infact had been India's one of the most ancient exportable items, 
for instance India's exports of Muslin to Babylon and export of silk to a number of 
countries. Over the last two decades the welcome change for textile industry is 
the faster expansion of production rather than consumption, thus exportable 
surpluses have been generated and with the help of determined government 
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support and increasing quality consciousness amongst the Indian businessmen, 
the textile consumption as well as exports have increased over the years. Thus it 
would be a logical step to analyse trends in India's textile trade whether internal 
or external. On the following pages the internal and external textile trade in 
discussed in detail. 
Internal Trade 
The first cotton textile mill was founded in Bombay by C.N. Dauar, a parsi 
entrepreneur in 1854 and started the production in 1956. At that time, the textile 
industry faced a tough competition from the foreign mills as well as of indigenous 
spinners and weavers as raw cotton was very cheap. Slowly more textile 
industries started concentrating in Bombay. In 1870s, the raw cotton got very 
cheap in India and investors were ready to take the risks of starting new cotton 
mills. From 1872 to 1878, altogether 32 new mills were established and the 
industry expanded beyond Bombay. During the period 1883 to 1913 the 
spindles increased from two millions to 6.8 millions. Whereas the looms 
increased from 16000 to 100,000. 
By 1931, Bombay remained a major centre of Indian textile industry and it 
monopolised the Indian textile industry in its early phase, but by 1924 only one 
third of all Indian industries remained in Bombay, another third in Ahmadabad, 
where Gujrati entrepreneur dominated the industry. Rest of them were scattered 
in Kanpur, Bengal, Bihar and Orissa. In spite of the vigorous growth of textile 
industry in Western India, this industry did not become a leading one in terms of 
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linkage effects, as there was an increase in demand of the textile machinery, but 
all of it were imported and not manufactured domestically. In Bombay only in 
1920, textile machine worth Rs. 30 million were imported, and Rs. 60 million per 
year during the two subsequent years. The quantity of machines increased so 
much that they remained under-utilised. 
The history of the Indian cotton textile industry was marked by important 
structural changes in the first three decades of the twentieth century. By early 
twentieth century, India was one of the leading cotton manufacturing countries of 
the world. The export of cotton textiles was also leading in the country as 
compared to other commodities, as is justly shown the table below: 
TABLE 3.11 
(Million, Rs.) 
Annual 
average 
for each 
decade 
1910-19 
(57%) 
1920-29 
(63%) 
1930-39 
(66%) 
Raw 
cotton 
349 
692 
327 
Cotton 
textiles 
136 
116 
46 
Raw jute 
184 
255 
133 
J 
ute 
products 
330 
493 
274 
Opium 
53 
20 
-
Rice 
217 
309 
215 
Tea 
161 
260 
214 
Sources: K. N. Chaudhri of Bibliography we can see that raw cotton and cotton textiles 
dominates the production f other goods. 
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The table clearly shows a very sharp improvement in the export of raw-
cotton from 1910 to 1920 due to British's large demand for it, which they 
converted in to finished items in their country to re sell it in India. But the 
demand for cotton textiles has fallen significantly. The fall was mainly due to 
increasing competition from the British industry and due to inverse policies of 
Britishers adversely effecting the performance of Indian textile industry. But in 
1930-39 the overall production fall was ever sharper due to the Great depression 
during the years. 
Being one of the oldest, with the history of 150 years, we can conclude 
that the cotton textile industry is one of the oldest and most firmly established 
major industries. It occupied a unique position in the world export market where 
India was second only to Japan in terms of total exports and supplied 165 of the 
world exports. 
The following tables represents the progress in the cloth production from 
1950-51 and 1982-83. 
Table 3.12a: Cloth Production in the Cotton Textile Industry 
Year 
1950-51 
1960-61 
1970-71 
1980-81 
1981-82 
1982-83 
Mill 
Sector 
3730 
4640 
4050 
3430 
2923 
2393 
Decentralised 
Sector 
1010 
2050 
3550 
4940 
5060 
5560 
Total 
4740 
6690 
7600 
8370 
7983 
7953 
Mill 
Sectors 
79 
69 
53 
41 
37 
30 
% share of decentralized 
Sector 
21 
31 
47 
59 
63 
70 
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Table 3.12b: Growth of cotton textiles industry in India 
Years 
1951 
1961 
1969 
1980 
1982 
Number 
103 
192 
358 
370 
525 
Spindles 
1840 
3050 
5310 
8160 
10130 
Spinning mills 
Number 
275 
287 
289 
291 
280 
Spindles 
9150 
10,610 
12,120 
12,520 
12,400 
looms 
195 
199 
208 
206 
211 
Composite mills 
Mills 
378 
479 
. 647 
661 
805 
Spindles 
10,990 
13,660 
17,430 
20,680 
22,530 
Total 
Table 3.12c: Production of cloth in India 1970-85 (in various Organised 
sectors) 
(million metres) 
Cotton cloth mills 
Decentralised sector 
Cotton/man made fibres mills 
Decentralised sector 
Man-made fibres mills 
Decentralised sector 
Total mills 
Total decentralised sector 
Total production 
1970 
4,055 
3,547 
107 
63 
2 
949 
4,164 
4,559 
8,723 
1975 
3,961 
4,130 
257 
159 
1 
879 
4,219 
5,168 
9,287 
1980 
3,434 
4,934 
730 
540 
4 
1,346 
4,168 
6,820 
10.988 
1985 
2,587 
6,592 
783 
554 
6 
1,977 
3,376 
9,122 
12,498 
Source: Economic survey of Bibliography, section 11.3. 
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Source of table 182: India Pocket Book of Economic information, 1971 
Economic Survey -1983-84. 
We see that by 1982 there were about 805 mills in the industry with nearly 
22.5 million spindles 2 over 2.1 lakhs looms. The total outlay of the industry was 
valued at Rs. 3600 Gross & it provided employment to 11.5 lakhs workers of 60 
lakh workers. 
Indian cotton textile industry was the most significant example of national 
achievements in the industrial sphere and was a symbol of India's potentialities 
as an industrial country's. 
From the above tables, we can also conclude that since 1956, the mill 
sector has been loosing both in absolute and relative terms, the share of the mill 
sector which was 79% in 1950-51 came down to-37% in 1981-82, and production 
also declined substantially. But at the sametimes the decentralised sector 
showed great advancement and development, which is significantly represented 
in the table above. 
The textile Industry in India economy accounts for the 1/5"^  of the total 
industrial production in the country and contribute to nearly 30% of the total 
Indian exports and its contribution to GDP is 4 to 5%. It provide direct or indirect 
employment to over 26 million people and the country has third largest 
technological and skilled man-power in the world. 
It plays a very important role in providing meaningful employment in the 
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decentralised handloom and the power loom sector as there are over 3.6 million 
handlooms in the country spread in various nook and corner of the country. 21.5 
million power looms in the decentralised weaving sector mainly concentrated in 
few centres. 
The sector is predominantly cotton based; in 1995/96, approximately 65% 
of the raw - materials used by the sector was cotton. Production is mainly by the 
decentralised sector followed by the organised sector and the handloom sector. 
Of Indian cloth output, some 7% is produced by the mill sector, 70 percent - by 
the powerloom sector, 21 percent by the handloom sector and the rest by hosiery 
sector. 
The recent rapid growth of these sectors is largely attributable to the fact 
that they are relatively protected, as the small-scale sector, and use labour from 
the informal labour market which, in general, is cheaper and non-unionized. The 
following table represents the evolution of the textiles and clothing industry from 
1991-1996: 
Table 3.13 
Production 
Yam (million kg) 
Cotton 
Blends 
Fabrics (million sq meters) 
Mills 
Powerlooms 
1 ; 
1991/92 
1,806 
1,450 
234 
22,588 
2,367 
16,089 
1992/93 
1,895 
1,523 
247 
25,045 
2,000 
17,826 
1993/94 
2,067 
1,622 
305" 
27,472 
1,990 
19,631 
1994/95 
2,090 
1,586 
504" 
27,975 
2,271 = 
19,523 
1995/96 
2,319 
1,738 
581" 
30,151 
2,036° 
21,095 
1997' 
1,125 
892 
293" 
15,298 
982= 
10,748 
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Handlooms 
Exports (US$ million) 
Total 
Textiles 
Textile yam & thread 
Cotton fabrics, woven 
Woven textiles, noncotton 
Floor cover, tapestry, etc. 
Clothing 
Imports" (US$ million) 
Total 
Textile 
Clothing 
4,123 
5,0608 
(28.3) 
2,334.5 
540.8 
622.7 
464.8 
523.2 
2,726.3 
(15.25) 
135.5 
(0.7) 
133.9 
1.6 
5,219 
6,036.4 
(29.2) 
2,677.9 
649.6 
689.0 
487.8 
630.5 
3,358.5 
(16.24) 
168.3 
(0.7) 
164.6 
3.7 
5,851 
5,893.5 
(26.5) 
2.639.5 
654.7 
683.3 
473.0 
604.8 
3,254.0 
(14.65) 
230 
(1.0) 
226.8 
3.2 
6,180 
7,541.3 
(28.7) 
3,447.3 
1,050.3 
913.3 
631.0 
611.1 
4,094.0 
(15.56) 
327.7 
(1.2) 
324.2 
3.5 
7,020 
8,481.9 
(26.7) 
4.048.8 
1.34 
9.0 
959.8 
691.7 
4,433.1 
(14.0) 
349.3 
(0.9) 
343.9 
5.4 
3,569 
8,1578.60 
(25.9) 
4.833.66 
3,744.94 
(11.3) 
Not available, 
a Provisional (April-September 1996). 
b Including 100 per cent non-cotton yarn, 
c Including non-SSI units, 
d Figures in parenthesis refer to exports as a per cent of India's total exports and imports 
as a per cent of total imports. 
Source: Government of India. 
The above table shows a continuous improvement in the production as 
well as export and import of the textile and clothing Industry. 
The handloom sector is the most vulnerable but protected, with 11 articles 
reserved exclusively for production in this sector under the Handloom 
(Reservation of Articles for Production) Act 1985. This sector receives 
assistance from the government mainly in the form of hank yam obligations, a 
scheme for the supply of yarn to handloom weavers at mill-gate prices, and loan 
assistance through the National Co-operatives Development Corporation 
(NCDC). 
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The organised mill sector consists of nearly 1500 units (of which 12.755%, 
are public sector mills, 10% are co-operatives and 77.5% are in the private sector 
(Govt, of India-1964). 
GRAPHS 
Source: UNSD, Comtrade Database 
The above graph represents the exports of clothing and textiles by 
destination. 
Exports of cotton yarn have traditionally been subject to annual 
quantitative ceilings. Export of textiles and clothing items are subject to the 
(Ref. Government of India 1996u) provisions of Export Entitlement and 
Distribution Policy, implemented initially as a part of Multi Fibre Arrangement 
(MFA) and presently as part of the Agreement on Textiles and Clothing (ATC). 
India has bilateral agreement with Canada, The European Union, Norway & The 
United States, covering around 64 percent of its total exports of textiles'and 
clothing. 
Quota polices are announced by the Ministry of Textiles for a period of 
three years. The institutions responsible for quota allocation are Texprocial 
(Textile Export Promotion Council) and the Synthetics and Rayon Export 
promotion Council for textiles and the Apparel Export Promotion Council (AEPC) 
for clothing. 
Quotas are allocated on the basis of the applicants export performance 
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over the base period or on a first come first served basis. Firms are allocated 
quotas on the basis of past performance, although studies found that many are 
unable to fill their quota throughout the year, prompting a number of reforms in 
the late 1980s. 
The table represents India's textile and garment quota polices. 
Table 3.14: India's textile and garment quota policies 
Textile quota policy (1.1,97-31.12.99) 
System 
Past performance entitlement 
(PPE) - (of which high value 
entitlement) 
Manufacturers-exporters 
entitlement (MEE) 
Non-quota exporters entitlement 
(NQE)-(of which NQE for 
handloom textiles) 
Ready goods exporters entitlement 
(RGE)" 
- Fabrics (other than Cat. 
3.3a/EU) and made-ups 
Poweloom exporters entitlement 
(PEE)'' (only for fabrics other 
than Cat. 3.3a/EU) and 
made-up 
Total 
Percent 
of annual 
levels 
55(15) 
15 
5 
(3) 
15 
10 
100 
Garment quota (1.1.96 - 31.12.98) 
System 
Past performance entitlement 
(PPE) (of which high value 
entitlement) 
First come first served (FCFS) 
New investors entitlement (NIE) 
Non-quota exporters entitlement 
(NQE) 
K 
Total 
Percent 
of annual 
levels 
75(5) 
10. 
10 
5 
100 
New investors entitlement (NIE) is a separate window that has been 
1 4 1 
provided for new investments; investors wiio have invested a minimum 
amount of Rs. 5 million in new machinery during the base period qualify 
for this quota system. 
b. REG quotas are 25 percent for yarn and fabrics for Cat. 3 and 3a/EU. 
c. Only applicable to fabrics (other than Cat. 3.3a/EU) and made-ups. 
Source: Government of India. 
India provides textile and clothing export incentives, including low or zero 
duty rates for imports of raw materials and intermediates. Textiles and clothing 
exporters are entitled to scheme such as the Export Promotion Capital Goods 
Scheme (EPCG), which allows the import of capital goods at conceissional duties 
of 10 percent against an export obligation of four times the c.i.f. value of imports 
within a five year period and advance licences under the Duty Exemption 
Scheme for importing inputs. 
In its bilateral agreements with the U.S. and the EU, India has agreed to 
provide greater market access to imports by phasing out its import restrictions 
over seven years. This is done on an MFN basis - Table : shows the MFN basis. 
Table 3.15: Access to the market under bilateral agreements (Per cent) 
Fibres 
Yarns 
Item 1.1.1995 
65 
65 
Taril 
1.1.1998 
35 
40 
rf offer (per cent) 
1.1.1999 
35 
20 
1.1.2000 
20 
20 
1.1.2002 
20 
20 
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Industrial fabrics 
Priority fabrics 
All other fabrics 
Made-ups (incl. Carpets and 
priority) 
All other made-ups 
Clothing (1 Apriority) 
Clothing (all others) 
65 
65 (SIL) 
65 (SIL) 
65 (SIL) 
65 (SIL) 
70 (SIL) 
70 (SIL) 
40 
40 (Free) 
40 (SIL) 
40 (SIL) 
40 (SIL) 
50 (SIL) 
50 (SIL) 
40 
30 (Free) 
40 (SIL) 
40 (SIL) 
40 (SIL) 
50 (SIL) 
50 (SIL) 
25 
30 (Free) 
35 (Free) 
35 (Free) 
35 (Free) 
35 (Free) 
40 (SIL) 
25 
30 (Free) 
35 (Free) 
35 (Free) 
35 (Free) 
35 (Free) 
(Free) 
Notes in parenthesis refer to any quantitative restrictions on imports; SIL 
to Special Irpport License. All other items are freely Importable. 
referees 
Source: WTO Secretariat from the "Memorandum of Understanding between 
the Government of the United States and the Government of India". 
Washington D.C., December 1994. 
The Indian Govt, moved Cotton and Wool yam, polyester staple fibre and 
twenty other industrial fabrics on to the list of freely importable goods in 1995; in 
1998 some fibres and made ups were moved to this list. Minimum export prices 
were abolished in 1995. Tariffs declined to between 20 to 40% by 2000 year, 
although since import restrictions on several products are due to be phased out 
only by 2003 under the agreements with the US & the EU, a reduction in tariff 
rates before 2003 will have minor implications for imports. The phase out of 
restrictions under the ATC (Agreement on Textiles and Clothing) is expected to 
bring significant gains to Indian exporters, especially of cotton made-up clothing 
exports to the U.S. and handloom and cottage industry exports to the EU. 
The agreement with the EU removes all the restraints on Indian Exports of 
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handloom and cottage industry products immediately; there is also additional 
flexibility for annual quota increases. According to the authorities an increase of 
the overall quota levels within the phase-out period in expected to increase 
Indian textiles exports to the EU by approximately Rs. 3 billion annually although 
the real benefits can only be assessed once the kinds of items for which import 
restraints are to be removed becomes apparent. 
A country is likely to gain from the MFA phase out, when it cannot export 
the amount of products it wants to export. That is, it has binding export function 
because of quota restrictions. Only then will removing quota restrictions mean 
some positive gains for exporting nation. In a situation, when an exporting nation 
is uncompetetive, removal of quota may prove to be a bane rather than a boon, 
with market access solely becoming a function of export competitiveness. The 
otherwise guaranteed market, possible as a result of bilateral agreements under 
MFA, will now become of refundant. Hence, whether India gains or not 
depends upon the binding nature of our export function and more importantly on 
our export competitiveness. 
India's major competitors are and will be China, Pakistan, S. Korea, 
Indonasia, Bangladesh & other developing countries. The following table gives 
details about India's export vis-a-vis other countries: 
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Table 3.16: Export of Clothing of Selected Economies 1990-96. 
Country 
India 
China 
Pal<istan 
s. Korea 
Bangladesh 
Indonesia 
Value 
1990 
2530 
9669 
1014 
7879 
585 
1646 
1992 
3099 
16704 
1443 
6770 
1046 
3164 
1993 
2970 
18441 
1558 
6166 
1244 
3502 
• 
1994 
3701 ^ 
23731 
1578 
5653 
1457 
3206 
1995 
4110 
240949 
1611 
4957 
na • 
3376 
Share in 
economy's total 
Merchandise 
exports 
1990 
14.1 
15.6 
47.6 
9.3 
. 18.3 
4.8 
1996 
13.4 
16.6 
52.8 
9.8 
13.6 
5.7 
Source: Venkatesan and Katti: Indian Textile Policy for the 21 Century. 
From the table we can conclude that China and S. Korea are a big threat 
to India in terms of its exports. The vast gap between the countries and India is 
because of India's lack of technology, frequent labour problem outdated 
machines etc. 
In keeping with the changing scenario, in the textile industry and global 
trade, it was felt necessary to re-focus our textile policy to facilitate improving out 
competitiveness both internationally and domestically. Accordingly, an expert 
committee under the chairmanship of S.R. Sathyam has been set up in July 1998 
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to analyse the present status of the industry, its competitiveness, the impact of 
the existing textile policy of 1985 and suggest policy measures to implore the 
productivity and competitive edge of the Indian textile industry in a holistic 
manner. The committee submitted its report by the end of April 1999. 
After acknowledging the India's textile industry in post decades and its 
progress at present, where we know that it has enough potentials to develop 
much more in the coming years. 
On the basis of available data and information we can estimate that after 
2005; using inherent advantages of low cost labour coupled with quality, India 
can have the capability as well as the capacity to rule the global markets. 
As the world is changing rapidly, there are new rules to the game. The 
textile industry has truly become a global industry with "Borderless Sourcing". So 
it has many more challenges to face. Thus our textile industries must rnake 
efforts for enlarging its exports to have their piece of cake. 
India & GATT 
During the period when the downfall of the textile Industry began, i.e. the 
post world-war II era, (after effects of Uar) various countries started having 
Bilateral Trade Agreement (BTA). It was Isometimes later, that several countries 
decided to have a General Agreement o|i Trade and Tariff (GATT), in order to 
govern the international textile trade between the countries on some sound 
footing. 
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Developed world wished to put control and restrictions on the trade inflow 
from the developing countries in the name of free trade. Finally, the STA (short 
term Agreement) come into force on the first of April 1961. It dealth with the 
import of cotton and cotton textiles by the developed world from the developing 
countries, specially less developed countries (LDCs). Later, STA was 
transformed in to LTA (Long Term Agreement) by 1®* Feb. 1962. But then the 
LDCs started switching over to the export of textiles and clothing manufactured 
from man made fibres, which remained outside LTA. 
Thus again MFA (Mulfi Fibre Agreement) was negotiated by the 
developed nations and it came in to force on 1®* January 1947., The main aim of 
MFA was to restrict the textile trade from the developing nations and put various 
controls. India too benefited from it, but the extent of benefit can not be exactly 
measured as various other measures were also introduced at the same time. 
India and the W.T.O. 
India is a founding member of the GATT (1947), it actively participated in 
the Uruguay Round Negotiations, and is a founding member of the W.T.O. India 
strongly favours the Multilateral approach to trade relations and grants MFN 
treatment to all its trading partners, including some who are not members of 
WTO. India participated actively in the last Ministerial Conference held in 
Singapore. Within the W.T.O., India is committed to ensuring that the sectors in 
which the developing countries enjoy a comparative advantage are adequately 
opened up to international trade and also that the special and Differential 
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Treatment Provisions for developing countries under the different WTO 
agreements are translated into specific enforceable dispensations, in order that 
developing countries are facilitated in their developmental efforts. 
Under the Uruguay Round India has bound 67% of all its tariff lines. 
Textiles 
As per the obligations under the agreement on Textile and Clothing (ATC) 
to integrate this sector in to, GATT 1994 in stages, the Indian Government 
moved cotton and wool yarn, polyester, staple fibre and zoother industrial fabrics 
on to the list of freely importable goods in 1995. For implementation of the 
second stage of integration, with effect from 1.1.98, a second tranche of textile 
products, mainly fabrics, was placed on the "free" list. India is concerned about 
the fact that repeated antidumping investigation by certain trading partners on the 
same product lines, without giving fall effects to the special dispension on 
provisions of Article 15 of the Anti dumping Agreement has resulted in trade 
harassment for its exporter of textiles. 
Anti-dumping and countervailing duties are imposed under the Customs 
Tariff Act 1975 and the rules made there under. With the increasing number of 
cases, the Government of India proposes to set up a Directorate General of 
Antidumping and Allied Duties for expeditious disposal of anti-dumping and 
countervailing duty cases. 
Section 8 (B) of the Customs Tariff Act 1975, was introduced recently to 
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make provisions for imposition to safeguard duties as per tiie provisions of the 
WTO Agreement on Safeguards. The Director General of Safeguards has been 
appointed to consider complaints received from domestic industry injury from the 
increased imports for imposition of safeguard duties. 
India, with its per capita GNP of barely US$340 (which is low even as per 
the general income levels of US$ 430 and US$ 1090 for low income and middle 
income economics respectively) has already taken major strides in integrating 
herself with a globalised world trade order and is committed to fulfilling her 
multilateral obligations. It is her perception that the multilateral trading system is 
itself likely to gain in credibility and acceptance if the sectors of comparative 
advantage to the developing world are liberalised early, justified market access is 
not denied to them and enough time and resources are made available to the 
developing world to catch up with their developed country trading partners. To 
this end, it is our perception that the concerns of special interest to developing 
countries should be addressed early and the enabling special and differential 
treatment provisions for developing country members enshrined in the WTO 
Agreements translated into specific, enforcement dispensations. 
Domestic Policy 
As regards the domestic market, it has second largest consumer market 
consisting of more than 220 million middle income people. The textile policy 
statement of 1985 is the basis of India's textiles and clothing policy, which is 
aimed at providing affordable, good quality clothing to Indian consumers and 
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developing sectors export potentials. It also promises remunerative prices to 
producers of raw cotton, through Minimum Support Prices (MSP) for formers, as 
v/eW as guaranteed supply of low price cotton for the Indian Spinning Industry. 
Compulsory Licensing 
Compulsory licensing was required for setting up mills in the powerloom 
sector under the 1986. Textiles (control) order was abolished by the 1993 
(Textiles Development and Regulation) Order. 
Foreign Direct Investment FDI:-
Foreign Direct Investment has recently been somewhat liberalised. In 
January 1997, automatic approval was extended upto 51% of foreign equity 
participation in spinning, weaving and processing of cotton, wool, silk & Man-
made fibres in integrated mills, the spinnings of staple fibres and weaving of 
synthetic textile fabrics in mills and the manufacture of waterproof textile fabrics. 
Government Subsidies:-
Government subsides to the textiles and clothing industry under various 
schemes, primarily for the handloom sector, totalled Rs. 425 million in 1996/97. 
The Government provided a subsidy of Rs. 11.72 million in 1996/97, used mainly 
for the supply of yarn at mill-gate prices to the handloom sector. Direct subsides 
for cloth produced by the handloom sector are provided under the Janata Cloth 
Scheme (JCS), which subsidised around 200 million square meters of cloth 
production in the handloom sector in 1994/95, at a cost of Rs. 683 million. 
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Training and technology upgrading activities 
For training and technology upgradation activities various textile unit are 
supported by the government mainly through by 24 Weavers Service Centres 
(WSC) and four Indian Institutes of Handloom Technology (IITHs) operating 
under the Development Commissioner (Handlooms). 
Keeping in mind the history of textile industry in the past decades, we see 
that it has witnessed a phenomenal growth during the last decade and half. A 
considerable production in all varieties of textiles has gone up. 
The following data very relevantly signify the progress in the sector: 
a) The spindleage capacity has moved up from about 28.09 million in 
1992-93 to 33.93 million by the end of Dec. '98. 
b) There was installation of large number of open end rotors in 1990s. 
c) Created a tendency to set it 100% export oriented units in the field of 
weaving. 
d) The production of spun yarn is anticipated to touch the figure of 2,860 
mn kgs, during the financial year 1998-99, registering an annual 
growth of 6% during the last five years. 
e) There is a recent upward trend in the production of blended yarn and 
100% non cotton yarn. Production of blended yarn has gone up to 
630 mm during 1998-99 registering an annual growth of 15.6% 
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during the last five years. Production of 100% cotton yarn has gone 
upto 185 mn kg, during 1998-99 registering an annual growth of 5.6% 
during the last five years. 
f) The total production of cloth by all sectors i.e. mill powreloom, 
handloom and khadi wool and silk also has shown an upward trend in 
the recent years. 
The total production of cloth is calculated approximately 37,450 mn sq 
during. 1998-99, showing an annual growth of 6.1% during the last five years. 
The cloth production from decentralised hosiery sector has shown significantly 
higher annual growth rate of 12.3% during last five years. 
The satisfactory performance have resulted in a favourable per capita 
domestic availability of cloth in the country. Inspite of the growth in population, 
and exports, the per capita availability has risen to about 30.61 sq. mts. in 1998-
98 (provisional) from around 24.50 sq. mts in 1992-93. 
Along with substantial progress in textile and clothing industry, it is also 
logical to have a synoptic view of sickness syndrome due to various weaknesses 
and drawbacks impinging upon the smooth functioning of the industry. 
The sick unit syndrome in India was an isolated phenomenon in 1950's, 
1060 and 1970, restricted to few hundred units in one-two industry groups and 
restricted to one or two states only. However as of March 1996, it is very 
widespread afflicting 2.64 lakhs units in almost all industry groups spread all pver 
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the states and the union territories in India. • This excludes 1.26 lakhs non-
existent and non-traceable SSI units with an outstanding bank credit of Rs. 240 
crore (GOL 1996-97). These 2.64 lakh sick units employed 55.60 lakh persons. 
The following table signifies the number of cotton/manmade fibre textile 
mills closed and affected:-
Table 3.17: Statewise number of cotton/manmade fibre textile mills (non-
SSI) closed and affected workers as on December 31,1997 
state/Union 
Territory 
Andhra Pradesh 
Assam 
Bihar 
Gujarat 
Haryana 
Karnataka 
Keraia 
Madhya Pradesh 
Maharashtra 
Orissa 
Punjab 
Rajasthan 
Tamil Nadu 
Uttar Pradesh 
West Bengal 
Delhi 
Pondicherry 
Manipur 
Spinning 
Closed Mills 
16 
3 
2 
9 
7 
8 
1 
4 
14 
1 
2 
9 
45 
9 
2 
0 
r 
1 
Workers 
5899 
571 
501 
4761 
3988 
2676 
2178 
2401 
9969 
48 
2317 
11085 
9147 
13930 
1541 
0 
75 
0 
Composite 
Closed Mills 
2 
0 
0 
57 
0 
2 
0 
5 
7 
0 
0 
0 
4 
6 
7 
3 
0 
0 
Workers 
1345 
0 
0 
99852 
0 
5617 
0 
18690 
18022 
0 
0 
0 
8650 
15369 
16400 
6117 
0 
0 
Total 
Closed Mills 
18 
3 
2 
66 
7 
10 
1 
g 
21 
1 
2 
9 
49 
15 
9 
3 
1 
1 
Workers 
7244 
571 
501 
104513 
3988 
8293 
2178 
21091 
27991 
48 
2317 
T1085 
17797 
29299 
17941 
6177 
75 
475 
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Total 
Major Cities: 
Ahmedabad 
Bombay 
Coimbatore 
134 
2 
0 
23 
71562 
2369 
0 
4889 
. 93 
42 
4 
2 
189962 
82353 
10122 
1874 
227 
44 
4 
25 
261524 
84722 
10122 
6763 
Source: Government of India, (1998), Monthly Closure Report, Ministry of Textiles, Office of the 
Textile Commissioner, NIC-TXC, Mumbai, February 28 
The sickness in tlie textile sector was due to various reasons:-
1. Out dated and obsolete machineries which have been utilised to their 
optimum and can no more contribute effectively to the production. 
2. Lack of sufficient finance: Sickness of the industries is also due to lack of 
funds required for modernisation and upgradation. 
3. Insufficient technical guidance (technology) from the government. 
There were steps taken by the government shows that it has responded to 
the growing industrial sickness. They are:-
1. Nationalisation 
When an industrial undertaking is being managed detrimental to the 
industry concerned and the public interest, the central -government nationalises 
that unit for a specific period of time. A good example of it is National Textile 
Corporation established in 1974, to take over such units and rehabilitate them. 
Between 1974-1979, about 125 private textiles were taken over. Many of units 
falling sick were nationalised during early 70s. 
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2. Modernisation 
After the lack of technological upgradation was identified as an importalit 
cause of poor performance resulting in industrial sickness, efforts were made 
during 1970's and 1980's to provide funds for modernisation. In response to the 
need for modernisation, in cotton and jute textile industry, textile modernisation 
funds and jute modernisation fund were set up in 1976 with very little success. 
3. IWerger 
Further steps were taken in 1977 to get over the sickness i.e. concessions 
were made under sec-72A of the income tax act to allow companies taking over 
a sick unit to carry fonA^ard and set off cumulative losses and unabsorbed 
depreciation against their own tax liabilities in certain circumstances. To qualify 
for the merger, the take over must be in the public interest. 
4. Re-habitation 
The central feature of India's treatment of the industrial sickness is form 
specific rehabilitation packages under the auspices of Sick Industrial Companies 
Act; 1985. 
Besides these other framework were set-up to deal with the problem of 
Industrial Sickness in India, eg. Sick Industrial Companies Act (SICA) 1985, 
Companies Act 1956, Board of Industrial Finance and Reconstruction (BIFR) 
Delhi, Appellate Authority for Industrial and Finance Reconstruction (AAIFR), 
Industrial Dispute Act (1947) etc. are set up to look after and solve out the 
155 
problems of the sick or dyeing units. 
After making indepth analysis is can conveniently be concluded that the 
existing framework in India is found to be inadequate and defective to deal with 
the various problems which arise due to industrial sickness. We require the 
simplification of these relevant acts and procedure. The complications of these 
acts result in the delay in decision and their rigidity makes them lesser applicable 
to the variety of problems. 
CHAPTER 4 
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INDO-EU TRADE RELATIONS 
Indo-EU relations are as old as the formation of EU itself. Over the years 
these relations have deliberately been nurtured and developed towards 
establishing a closer co-operation and partnership. India's obvious interest in EU 
vjas because of the fact that EU nations were relatively industrialised nations 
equipped with most modern technologies and had definite political leverage. 
Thus India endeavoured to cover all the areas of trade and investment, political 
linkages as well as cultural exchanges. The growing relations, dependence, co-
operation and understanding between the two, indicate Indian success in the 
said direction. However, India too had strong attractions for EU as the fonner 
recognised by the later as the world's largest democracy with a population of 
over one billion people, registering a comfortable growth rate year by year. The 
vibrant Indian economy is coupled with the advantage of having English as its 
working language adding flavour to its attractions. Thus to meet the 
complementarity of each other and to benefit from each other, the two have 
interacted, deliberated and acted together and strengthened their relations in the 
field of economic, social as well as political areas. 
Various delegations met from time to time to give momentum to expansion 
of Indo-EU relations. These delegations have tried to redefine and set the 
policies and programmes of E.U. with respect to Economic and development co-
operation with India from time to time. Some of the important objectives are 
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listed as below: 
• Further increasing and diversifying trade and investment. 
• Intensifying economic co-operation and extending it to new areas in 
view of accelerating industrial development. 
• Focussing development co-operation on poverty eradication and 
sustainable use of resources. 
• Raising the profile of political dialogue. 
The EU's strategy is multiple fold: Strengthening its economic presence in 
India and maintaining its political profile, while at the same time supporting India 
in its development efforts. In July 1996, the commission presented a 
communication, "EU-lndia enhanced partnership. The council as well as the 
parliament have since endorsed the analysis and recommendations proposed by 
the commission. 
Coming to the Indo EU trade relations, first it is necessary to have a look 
at the trade trends of the past in order to have an idea of its trends, which is very 
important and of great significance to us. 
At present the community is the largest trader in the world. We can 
conveniently conclude from the available data that the exports remained more or 
less at the same level since the formation of the community till 1968-69. The 
percentage share of India's exports to the community of total exports remained 
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almost static at 7.8 percent in 1959-60 to 8.1 percent in 1968-69. As a 
percentage of E.E.C. and imports also, it constituted a very small 1.6 percent in 
1957 to 3 percent in 1968. 
The following table represents the India's trade with European Union from 
the year 1959-80. 
Table-4.1: The following table may be seen as testimony to the 
fact: India's trade with the EEC (1959-80) 
Year 
1959-60 
1960-61 
1961-62 
1962-63 
1963-64 
1964-65 
1965-66 
1966-67 
1967-68 
India's 
export 
492 
494 
507 
465 
606 
565 
469 
887 
887 
India's 
total 
exports 
6299 
6324 
6552 
6781 
7893 
8132 
6835 
11528 
11928 
Exports to 
EEC as 
percentage 
of total 
exports 
7.8 
7.8 
7.7 
6.9 
7.7 
6.5 
6.9 
7.7 
7.4 
India's 
imports 
from 
EEC 
1911 
1959 
1912 
1580 
1410 
1724 
1793 
2983 
2561 
India's 
total 
imports 
9608 
11216 
10901 
11315 
12229 
13490 
12104 
20784 
20076 
Imports 
from EEC 
as 
percentage 
of total 
imports 
19.9 
17.5 
17.5 
14.0 
11.5 
12.8 
14.8 
14.4 
12.8 
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1968-69 
1969-70 
1970-71 
1971-72 
1972-73 
1973-74 
1974-75 
1975-76 
1976-77 
1977-78 
1978-79 
1979-80 
1108 
2748 
2796 
3036 
4077 
6089 
6894 
8209 
13935 
13900 
15760 
16820 
13563 
14139 
15352 
16082 
19708 
25234 
33041 
38631 
51432 
53630 
57260 
64270 
8.1 
19.3 
18.2 
18.8 
20.7 
24.1 
20.8 
21.5 
27.1 
25.9 
27.5 
26.2 
2336 
2792 
3187 
4777 
5764 
7040 
8390 
10443 
9650 
15180 
20820 
21200 
18616 
15823 
16342 
18245 
18674 
29253 
44967 
50179 
50738 
60260 
68030 
86880 
12.8 
17.6 
19.5 
26.1 
30.8 
24.0 
18.6 
20.8 
19.0 
25.19 
30.6 
24.4 
From the tabular information we can clearly draw that the percentage of 
Indian's total exports to EEC has been stagnant in the beginning till 1967-68, but 
had a quantum jump during the 1969-70 over the previous year from 8.1 percent 
to 19.3 percent. Since then trade gradually increased in the subsequent years. 
Similarly its imports at first showed a downward trend and after 1968 improved. 
The reason for this was change in India's eco-political policies after Indo-Pak war 
which covered the period of 1966-69. India revised its external trade policies and 
made it broader after receiving an unexpected blow from America, Western 
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Europe and Socialistic countries. 
The following tables represents: Imports of the EEC from India as percentage of 
EEC's total Imports and exports of the EEC from India as percentage of EEC's 
total exports. 
Table-4.2 
Imports of the EEC from India as 
Percentage of EEC's total Imports 
1957 
1962 
1967 
1968 
1969 
1970 
1971 
1972 
1973 
1974 
1975 
1976 
1977 
1978 
1979 
1980 
0.06 
0.04 
0.03 
0.03 
0.27 
0.24 
0.23 
0.26 
0.28 
0.24 
0.28 
0.46 
0.49 
0.45 
0.42 
0.35 
Exports of the EEC from India as 
Percentage of EEC's total exports 
1957 
1962 
1964 
1967 
1967 
1968 
1969 
1970 
1971 
1972 
1973 
1974 
1975 
1976 
1977 
1978 
1979 
10.9 
0.08 
0.06 
0.06 
0.05 
0.28 
0.28 
0.37 
0.36 
0.33 
0.30 
0.35 
0.39 
0.42 
0.52 
0.48 1 
0.48 ' 1 
IBl 
Here again we see a considerable growth in India's export and import to 
EEC since the year 1968, due to similar reasons mentioned above. 
Exports of ED stood at Rs. 8210 million in 1975-76, registering an 
increase of 8 percent over at least years. The UK, our major buyer, accounted for 
Rs. 1900 million. On the import side. West Europe accounted for Rs. 9270 
million, 27 percent more than the imports in 1973-74. The EU counters 
accounted for Rs. 8390 million. 
The year 1976-77 saw an increase in India's exports to almost all regions 
of the world but the rise was impressive in the case of exports to west Europe 
particularly to ECM, which increased by 64 percent and to the rest of west 
Europe increased by 51 percent. The UK continued to be the biggest market for-
Indian products followed by Germany, Nethedands, France, Italy, Belgium, 
Denmark and Ireland. The principal items of India's exports included tea tobacco, 
cotton, manufactures, textiles and clothing etc. 
Efforts were made to intensify India's trading relationship with the Union. 
The commercial co-operation agreement between India and the EEC came in to 
force in April 1974, which reflects the determination of the two to develop mutual 
trade exchanges on the basis of the comparative advantages of mutual benefits 
so as to contribute to their economics and social progress and for the 
improvement of plans of their mutual trade to the highest possible level. The 
agreement inter alia envisages the development and diversification of mutual 
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trade, evaluation of commercial and economic relationship in accordance with 
mutual complementarity. For this purpose a joint commission was set up and 
held seven meeting between 1974-79. A trade promotion programme was 
finalised in respect of which the community was expected to provide financial, 
technical and other assistance. The programme related to the participation in 
trade fairs, publication of export promotion literature, market investigations etc. 
The community is India's largest trading partner and provides for a quarter 
of its exports and a third of its import. It is one market and the one which shows 
an increasing trend in imports from India. India's exports to EU mainly comprise 
textiles, garments, leather goods, gems and jewellery, carpets and a small 
portion of engineering goods. 
EU accounts for over 50 percent of India's total textiles exports to 
industrialised countries and is the third largest textile exporter to the EU market 
and after China and Turkey. The balance of trade between India and EEC has 
been consistently unfavourable to India. Export to EEC included textile and 
garments, leather and leather manufactures, tea, diamonds; carpets and 
handicrafts, tobacco and engineering goods. The import items from the 
community were machinery, transport equipment, rough diamonds and 
chemicals. India's GSP beneficiaries with almost half of the its India's export 
and imports with the member nations are individually shown on the given charts 
and graphs. 
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The data are extracted from World Bank atlas 1986 and foreign trade 
statistics of India. 
Indo EEC trade relations 
The below country wise analysis put together and taking the sock of Indo-
EU trade relations in totality. It can safely be concluded that during this slot of 
analysis the trade deficit is a consistent feature for India. However, the 
compositional shift seems to be in the desirable direction. The export are largely 
moving in the direction of non-traditional items including more of manufactured 
and finished goods as against the earlier exports of traditional nature. On the 
other hand India's imports are shifting from manufactured and finished goods to 
increasing share of intermediary and capital goods. Hence, it can safely be 
concluded that though the terms of trade are not much in favour of India due to 
ever increasing trade deficit but the gains of trade during the period under review 
are inevitably increasing in favour of India. 
Indo-EU trade 
Before going into detailed recent trends in Indo-EU trade it seems logical 
to have a closer look of India's trade with EU member nations separately. 
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Table-4.3a: Indo-UK trade 
Clothing 
Tea 
Leather and leather manufacturing 
Engineering goods 
Cotton Textiles Woven 
Tobacco 
Oil seed cakes 
Fruits, nuts and vegetables 
Crude animal and vegetable 
material 
Jute manufacturers 
1981 
39.4 
38.4 
14.4 
32.7 
15.2 
27.3 
15.6 
6.8 
5.6 
5.8 
1982 
45.2 
58.6 
17.2 
79,9 
6.9 
31.1 
19.2 
9.1 
9.2 
5.6 
1983 
43.4 
59.5 
20.9 
41.7 
15.0 
34.6 
20.8 
9.5 
9.0 
5.7 
1984 
38.8 
117.5 
30.9 
73.2 
35.6 
32.8 
22.8 
11.2 
10.9 
7.4 
1985 
73.0 
. 46.2 
38.2 
25.7 
22.2 
19.9 
17.0 
12.5 
14.3 
9.8 
Table-4.3b: MAIN ITEMS OF IMPORTS FROM UK 
Non-electrical machinery 
Rough diamonds 
Transport equipment 
Instrument 
Iron and steel 
Chemical element and compounds 
Electrical machinery 
Non-ferrous metals 
1981 
166.3 
91.6 
174.0 
25.5 
46.6 
6.6 
15.8 
6.6 
1982 
211.4 
120.2 
244.5 
29.2 
53.1 
9.6 
21.0 
10.5 
1983 
186.4 
234.0 
141.6 
35.5 
42.9 
15.5 
18.1 
8.2 
1984 
161.0 
227.1 
109.4 
43.1 
39.8 
31.8 
22,0 
11.0 
1985 
236.3 
192.7 
192.7 
48.1 
43.2 ; 
35.0 ' 
26.0 
11.8 
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India's trade relations with UK is a common knowledge. Upto the year 
1977-1978 the India's exports to UK was higher than its imports from UK 
resulting into trade surplus. However, since 1978-79, the trend got reversed with 
imports making quantum jump while the exports recorded the declining trend. It is 
important to not that India managed a compositional shift in her exports in early 
eighties, while the imports from UK, though increased in total value, recorded a 
desirable change from Indian point of view. The import of intermediary item like 
rough diamonds, chemical elements and compound and non-ferrous metals etc, 
increased their share while the finished goods like transport equipment, iron and 
steel etc could only register marginal growth. Hence, in a nutshell it may be 
concluded that Indo-EU trade during the period under review experienced a 
positive change from Indian pint of view. 
Indo-France Trade: 
Table-4.4a: MAIN ITEMS OF EXPORTS TO FRANCE 
Oil and combustible minerals 
Leather and skins 
Ready made garments 
Precious and semiprecious Stones/metals 
Cotton 
Leather products 
Sea food 
Tea, coffee and spices 
1981 
-
88 
319 
199 
72 
17 
33 
50 
1982 
2756 
134 
329 
222 
51 
34 
54 
54 
1983 
16 
164 
295 
202 
77 
55 
53 
57 
1984 
-
260 
310 
151 
133 
70 
38 
67 
1985 
1165 
354 
346 
134 
121 
72 
62 
54 
168 
Hosiery 
Jute and other textile fibres 
Engineering items 
Silk 
Total Indian exports to France 
29 
33 
14 
9 
1386 
26 
42 
24 
20 
4334 
25 
35 
15 
9 
1733 
34 
25 
18 
11 
1982 
"48 
40 
18 
-
3330 
Table-4.4b: MAIN ITEMS OF IMPORTS FROM FRANCE 
Engineering items 
Iron and steel 
Optical and medical Instruments 
Organic chemicals products 
Aeronautical equipment 
Total include others 
407 
476 
80 
78 
32 
2104 
577 
321 
170 
131 
1624 
2627 
934 
266 
11 
161 
10 
2133 
1297 
547 
227 
212 
20 
3363 
2008 
726 
442 
152 
28 
5288 
India's trade with France too experienced the same trends as that of trade 
with UK with exports larger than import during 76-70, generated a trade surplus. 
Since 1977-78, India's trade started having trade deficit from was marginal upto 
1979-1980, but magnified as the exports growth was insignificant while there was 
quantum jump in imports from France. However, the compositional analysis 
reveal that the imports growth was mainly due to higher import of capital and 
intermediary goods like engineering item, optical and medical instruments 
recorded over five times growth during the firs half of eighties. 
lbs 
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Indo-ltaly Trade: 
Table-4.5a: MAIN ITEMS OF EXPORTS TO ITALY 
Leather and leather products 
Iron ore 
Other non-metalliferrous ores 
Readymade articles of veg. 
Fibre 
Work in stone and other non-
metallic minerals Marble and 
alabaster 
Pure or mixed cotton textiles 
Other textile products 
1981 
72.327 
-
8.548 
28.630 
6.079 
11.006 
13.557 
1982 
90.234 
15.814 
9.074 
35.608 
6.986 
8.776 
19.114 
1983 
78.663 
12.952 
13.850 
33.720 
13.343 
11.534 
20.848 
1984 
135.262 
19.738 
24.985 
25.978 
16.722 
17,478 
22.536 
1985 
142.752 
36.263 
28.302 
22.781 
20.874 
20.107 
17.185 
Pigments, lacqures 
Paints and dyes 
Raw tobacco 
Vegetable fibre years other 
then cotton 
Other organic chemical 
products 
Total including other 
2.775 
1.511 
0.859 
3.062 
258.622 
2.722 
2.758 
1.145 
1.931 
297.188 
4.284 
5.002 
1.781 
2.703 
278.158 
5.655 
4.351 
1.692 
2.590 
438.800 
5.656 
5.329 
2.573 
1.875 
434.685 
! 
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Table-4.5b: MAIN ITEMS OF IMPORTS FROM ITALY 
Chemical fertilisers 
IVIachine tools 
Iron and steel laminates 
Textile machinery 
Telecommunication, 
equipment and parts 
Total including other 
73.809 
7,231 
28.143 
4.347 
5.658 
297.813 
7.311 
8.146 
20.792 
4.023 
5.582 
388.464 
20.483 
10.777 
11.745 
10.009 
6.248 
403.979 
46.126 
13.291 
14.981 
10.509 
5.322 
512.093 
57.483 
25.563 
24.281 
19.255 
5.944 
523.652 
India's trade with Italy v\/as relatively very small and the grov/th of imports 
as well as exports was almost parallel. However, since the year 1980-81 India's 
imports from Italy exceeded India's exports from Italy generating trade first deficit 
for India. There after the growth of imports from Italy was constant while the 
exports even experienced a deacon, widening the trade deficit during period 
under review. It is important to note that in case of Italy, the growth of cotton and 
other textile products exports is relatively impressive when compared to other 
items. As against this imports from Italy experienced a positive an healthy 
change from Indian point of view as the import of machine tools and textile 
machine etc. is far more impressive. 
iZ 
0) 
o 
o 
o 
o 
00 
o 
—r-
o 
o 
CN 
CO 
00 
CO 
s 
CO 
00 
CD 
CN 
CO 
at 
o 
CO 
<T> 
O 
CO 
CD 
t ^ 
O) 
CD 
r>-
-c 
o Q. 
X 
HI 
1 4 T 1 
-e 
o Q. 
E 
•^ ^ + 
CD 
I 
cc 
CD 
o 
in 
o 
o o in 
Indo-Netherlands Trade: 
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Table-4.6a: MAIN ITEMS OF EXPORTS TO THE NETHERLANDS 
Petroleum crude 
Garments 
Floor coverings 
Feeding stuff 
Fruits and nuts 
Tobacco manufactured 
Clothing fabrics woven 
Total including other 
1981 
-
53.095 
25.194 
28.687 
7,846 
8.281 
4.526 
274.363 
1982 
-
47.323 
24.535 
48.215 
7.411 
10.720 
3.575 
293.452 
1983 
143.791 
35.960 
26.058 
86.960 
13,090 
12.486 
4.922 
475.709 
1984 
526.370 
42.581 
29.080 
41.660 
15.908 
12.017 
7.950 
862.374 
1985 
89.957 
70.597 
24.734 
20.847 
13.760 
9.934 
7.609 
411.435 
Tabie-4.6b: MAIN ITEMS OF IMPORTS FROM NETHERLANDS 
Fertilisers manufactured 
Waste and scrap metal of 
iron/steel 
Organic inorganic and 
heterocyclic compounds 
Universals, plates and 
sheets of iron or steel 
Office machines 
Total including others 
1981 
-
-
-
-
-
562.59 
1982 
41.94 
31.57 
42.07 
20.61 
12.45 
421.96 
1983 
125.96 
79.58 
40.95 
20.87 
14.65 
523.575 
1984 
221.846 
58.556 
44.072 
9.689 
2.845 
808.400 
1985 
155.444 
127.798 
66.878 
12.814 
1.232 
868.923 
The trend in India's trade from Netherlands is same as the trends of 
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India's trade with Italy the gains of trade specially the trade surplus which was in 
favour of India upto the year 1979-80 got shifted in favour of Netherlands. While 
analysing the trade compositions it can be observed that India's exports to 
Netherlands in most of the items like petroleum crude, feeding stuffs etc. had an 
erratic trend. While in case of garments and clothing fabrics the growth trends is 
almost consistent, which is a healthy sign for India. 
Indo-Belgium Trade: 
Table-4.7a: MAJOR EXPORTS TO BELGIUM 
1981 1982 1983 1984 1985 
Fish (pawns and shrimps) 
fresh 1.258 2.134 4.121 3.356 3.294 
Tea and spices 1.649 2.137 2.182 2.280 2.220 
Fish prepared and preserved 0.357 0.430 0.584 0.612 0.667 
Vegetable oil cakes 4.095 0.905 6.691 9.907 2.707 
Mica (unmanufactured) 1.429 2.579 2.676 2.470 2.611 
Iron ore 0.204 0.324 1.330 1.218 8.458 
Leather 0.186 0.496 0.640 0.92 
Woven fabrics of cotton 1.533 0.519 4.721 2.586 1.146 
Woven fabrics of jute 13.911 11.434 17.407 10.890 16.817 
Garments 9.568 5.195 3.241 2.433 
Gems and jewellery 
Total including others 
134.489 
201.875 
197.447 
251.695 
224.407 
293.864 
180.013 
245.000 
2.575 
176.204 
45.743 
Table-4.7b: MAJOR IMPORTS FROM BELGIUM 176 
Milk and Dairy products 
Vegetable oils and fats 
Chemicals 
Photographic and 
chematographic goods 
Iron and steel and articles 
thereof 
Gem and jewellery 
Machinery, other than 
electrical 
Electrical machinery 
Total including others 
1981 
39.124 
1.059 
0.637 
8.308 
36.249 
347.476 
4.422 
1.564 
485.216 
1982 
26.921 
-
1.287 
21.078 
17.653 
458.441 
816.36 
467.89 
604.548 
1983 
1.186 
-
1.287 
8.871 
27.093 
531.374 
13.117 
12.470 
647.707 
1984 
66.339 
3.977 
1.737 
12.949 
43,240 
599.414 
18.937 
8.647 
837.104 
1985 
25.564 
15.342 
2.824 
15.166 
44.115 
707.717 
17.200 
3.465 
942.579 
Indo-Belgium trade experiencing trade surplus upto 1977-78 also got the 
trend reversed as during 1978-79 the Imports recorded the ever increasing 
trends, which was invariably high and consistent. As against this, India's exports 
to Belgium were constant, leading to ever increasing trade deficit. From Belgium 
to the import of largely intermediary goods reported significant growth rate along 
with substantial increase in the import of gems and jewellery in absolute terms. 
in 
Indo-Sweden Trade: 
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Table-4.8a: MAJOR EXPORTS TO SWEDEN (million Swedish Kroner) 
Readymade garments 
Carpets 
Bedlinen/ furnishings made-
ups etc 
Cotton 
Tea 
Hand/ machine tools 
Leather products 
Total including others 
1981 
89.1 
39.1 
27.9 
21.5 
8.3 
8.5 
7.6 
252.8 
1982 
95.9 
52.9 
26.7 
19.0 
14.5 
9.4 
9.5 
27.3 
1983 
98.7 
49.7 
21.3 
22.4 
20.0 
7.2 
5.1 
278.3 
1984 
13.93 
56.4 
32.5 
31.5 
5.4 
5.0 
8.0 
374.9 
1985 
134.2 
50.0 
37.2 
32.3 
21.8 
5.3 
10.0 
370.2 
Table-4.8b: MAJOR IMPORTS FROM SWEDEN (million Swedish Kroner) 
Paper and board 
Iron and steel 
Non-electric machinery 
Electric machinery 
Pulp 
Total including others 
1981 
94.3 
79.5 
45.1 
24.2 
12.7 
624.4 
1982 
82.2 
121.5 
5.5 
55.0 
6.1 
614.7 
1983 
38.5 
130.9 
30.9 
60.0 
41.8 
665.8 
1984 
68.7 
144.9 
35.7 
33.4 
132.2 
935.7 
1985 
88.0 
170.7 
25.2 
28.5 
136.5 
1000.5 
Since beginning of the period under, India recorded a consistent trade 
deficit while trading with Sweden. Over the period of time the import growth rate 
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was substantially high, while the exports were almost stagnant and therefore the 
trade deficit was widened over the period of time. It is important to note that 
Sweden s a good market for Indian readymade garments, carpets, bed linens 
which is gradually firming up. 
indo-Spain Trade: 
Table-4.9a: MAIN EXPORTS TO SPAIN 
Leather 
Woven fabrics of cotton 
Coffee 
Precious and semiprecious stones 
Garments 
Vegetable products 
Fruits, dried 
Cotton 
Total including others 
1982 
96,9 
163.1 
1210,0 
-
355.1 
225.0 
-
0.2 
12480.5 
1983 
349.2 
169,3 
823,4 
736.5 
309.6 
-
-
2715.5 
17589.9 
1984 
1115.0 
509.6 
-
478.6 
249.8 
135.2 
1176.9 
293.5 
6303.2 
1985 
1183.4 
673.1 
652.9 
546.5 
308.5 
197.6 
-
-
22209.6 
Table-4.9b: MAIN IMPORTS FROM SPAIN 
iron and steel wire 
Vegetable oils 
Organic arsenic compounds 
Phosphorous pentoxide and 
phosphoric acids 
1982 
-
92.7 
-
29.7 
1983 
-
336.4 
-
1101.8 
1984 
-
3878.1 
-
1640.3 
1985 
4009.4 
3273.5 
2245.5 
1778.0 
181 
Electric accumulators 
Monoacids and their anhydrides 
Polyacids and their anhydrides 
Iron/ steel sheets and plates 
Zinc 
Alkali and rare earth metals 
Petroleum oil 
Total including others 
430.3 
9.6 
163.8 
3307.4 
1892.7 
216.9 
324.8 
18946.3 
465.4 
-
-
-
1813.8 
345.2 
2086.7 
3442.0 
782.6 
-
1775.6 
1654.7 
1063.6 
115.0 
878.9 
17311.4 
1280.9 
1198.6 
-
-
-
-
-
38231.1 
India's trade with Spain had almost repeated the experience of India's 
trade relations with many other member EU countries recording a trade surplus 
in the Initial year of the period under review and later recording high growth rate 
on the front of India's imports from Spain, while the India's export s to Spain 
remained marginalised. Glancing the composition of India's exports to Spain 
shows that the manufactured items like leather, woven fabrics of cotton, precious 
and semiprecious stones are gradually replacing. The traditional items like dried 
fruits and cotton etc. on the other hand the imports have included a number of 
newer items which is widening the import base from Spain. 
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Indo-Austrian Trade: 
Table-4.10a: MAIN EXPORTS TO AUSTRIA (Million Austrian Shillings) 
Coffee 
Tea 
Leather 
Textile fabrics 
Floor coverings 
Precious and semiprecious stones 
Tools 
Chemical products 
Imitation jewellery 
Garments 
Total including others 
1981" , 
95 
18 
43 
NA 
76 
5 
7 
3 
0.7 
109 
434 
1982 -
132 
18 
23 
13 
107 
3 
3 
7 
1 
164 
579 
1983 . 
81 
19 
91 
14 
149 
7 
16 
2 
1 
121 
615 
1984 
164 
30 
118 
21 
147 
5 
10 
11 
2 
111 
747 
1985 
81 
26 
214 
27 
116 
4 
10 
10 
3 
122 
797 
Table-4.10b: MAIN IMPORTS FROM AUSTRIA (Million Swedish Kroner) 
Textile fibre 
Work machines 
Iron and steel 
Precision instruments 
Organic chemical 
Medicine and pharmaceuticals 
Total including others 
1982 
102 
173 
138 
16 
14 
54 
1040 
1983 
85 
81 
137 
14 
39 
5 
711 
1984 
9 
138 
125 
31 
23 
9 
715 
1985 
7 
108 
123 
20. 
27 j 
13 1 
! 
758 1 
1 
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India's trade with Austria was in very small quantities during the penod 
under review. Since the initial year of the period under study, the imports from 
Austria were higher when compared to the Indian exports to Austria. Even the 
growth trends in the imports from Austria is higher when compared to the growth 
rat of Indian exports to Austria resulting into ever increasing trade deficit except 
for the year 1984-85 due to steep fall imports. All the export items for Austria 
experienced small but consistent upward trend. 
Indo-Greece Trade 
Table-4.11a: MAJOR EXPORTS TO GREECE (Million US $) • 
Textile and fabrics 
Readymade garments 
Cotton and woven fabrics of cotton 
Raw hides and skins 
Leather products 
Woven fabrics of jute and cotton yarn 
Hand tools and machine tools 
Total of the year 
1981 
1.130 
0.656 
-
0.181 
0.191 
0.657 
1.000 
9.592 
1982 
0.240 
0.39 
0.450 
0.365 
0.200 
0.389 
0.596 
7.332 
1983 
1.093 
0.502 
4.102 
2.035 
0.147 
0.624 
0.485 
12.336 
1984 
0.281 
0.593 
0.590 
1.255 
0.560 
0.254 
0.410 
7.853 
1985 
0.391 
1.345 
0.430 
0.849 
0.550 
0.293 
0.249 
8.600 
Table-4.11b: MAJOR IMPORTS TO GREECE (Million US $) 
Mineral products (natural magnesium 
caronate) 
Petroleum oils obtained from 
bituminous minerals 
Iron and steel coils 
Yarn of manmade fabrics 
Total for the year 
1981 
0.315 
0.346 
0.846 
-
2.716 
1982 
-
0.153 
-
-
3.644 
1983 
0.160 
-
0.460 
0.988 
1.496 
1984 
0.856 
0.280 
6.306 
0.540 
8.739 
1985 
0.434 
20.485 
0.116 
0.353 
21.805 
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India's trade with Greece was also quite nominal. There were almost no 
imports except the year 1980-81 and a marginal since 1983-84. The growth 
trends in exports as well were in consistent and very marginal. However, 
consistent trade surplus was maintained till the year 1985-86. It is important to 
note that the major exports to Greece mainly include clothing, textile and other 
related products, while, the imports mainly included such intermediary goods like 
mineral products petroleum etc. which are used by the Indian industries and thus 
ensure bigger gains of trade in favour of India. 
Indo-Portugal Trade: 
Table-4.12a: MAIN EXPORTS FROM INDIA TO PORTUGAL (Million Escudes) 
Cotton 
Animal fodder 
Tobacco 
Coffee, tea, spices 
Dyes, colour, paints and 
derivatives 
Total including others 
1981 
159.59 
-
31,56 
-
12.11 
1292.15 
1982 
-
644.59 
-
9.9 
13.95 
1056.23 
1983 
915.50 
NA 
0.05 
11.80 
7.80 
1752.80 
1984 
485.81 
NA 
61.40 
169.0 
10.90 
2094.00 
1985 
103.10 
NA 
0.03 
150.60 
18.10 
2301.80 
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Table-4.12b: MAIN IMPORTS FROM INDIA TO PORTUGAL (Million Escudes) 
Cork and articles of cork 
Boilers, machinery and 
mechanical appliances 
Artificial fibre 
Organic chemicals 
Metallurgical minerals 
Iron alloys, aluminium etc. 
Total including others 
1981 
98.55 
-
-
-
5.90 
6.19 
198.33 
1982 
41.02 
16.17 
106.79 
50.72 
37.47 
-
253.05 
1983 
53.10 
3.58 
41.73 
25.76 
NA 
NA 
968.27 
1984 
107.10 
3.81 
6.46 
13.88 
NA 
NA 
1040.26 
1985 
134.10 
14.38 
14.90 
140.78 
NA 
NA 
2336.08 
India's trade with Portugal had largely followed the trend as that of Indo-
Ireland trade. Exports were always higher than imports resulting into year to year 
trade surpluses during the period under study with the exception of 1985-86, 
where almost stagnant recorded quantum of almost 800 percent and thus 
changing the trade surplus into trade deficit. 
Indo-lreland Trade 
Table-4.13a: MAJOR EXPORTS TO IRELAND: (Value in Million ECU) 
Products of animal origin 
Tea and spices 
Vegetable oil cakes 
Unmanufactured tobacco 
1981 
0.230 
10.704 
7.150 
1.986 
1982 
0.230 
6.533 
4.316 
3.154 
1983 
0.123 
7.629 
1.463 
4.530 
1984 
0.125 
7.380 
1.245 
3.047 
1985 
0.771 
9.620 
0.765 
3.245 
190 
Woven fabrics of cotton 
Woven fabrics of jute 
Garments 
Footwear 
Total 
0.567 
0.385 
1.315 
0.377 
24.457 
0.202 
0,245 
1.192 
0.505 
19.049 
0.671 
0.870 
0.951 
0.336 
18.354 
0.948 
NIL 
1.369 
0.189 
19.798 
1.080 
0.520 
1.922 
0.364 
20.348 
Table 4.13b: MAJOR IMPORTS FROM IRELAND (Value In Million ECU) 
Milk and dairy products 
Fertilisers 
Machinery 
Scientific instruments 
Total 
6.457 
2.654 
0.483 
0.236 
12.338 
1,424 
2.239 
1.307 
1.855 
10.015 
NIL 
4.768 
1.357 
0,552 
9.544 
0.740 
9.772 
1.749 
1.822 
22.209 
NIL 
4.221 
3.236 
2.698 
12.951 
India's trade relations with Ireland are negligible but the gains of trade are 
largely in favour of India. The exports were consistently higher than the import 
from Ireland during the period under study. It can be noted that the composition 
of exports to Ireland is relatively of traditional nature and the country seems to 
have enough acceptability for Indian textile and the related product. As against 
this, the imports are largely of intermediary nature Indicating that the gains of 
Indo-lreland trade are much in favour of India. It goes without saying that Indian 
exporters may treat Ireland as a softer target for their textile produces and may 
gear up to expand their share in a bigger rate. 
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Indo-EU Trade (1987-88 to 94-95) 
The following table represents the total trade and the percentage changes 
in India's import and export to EU: 
Table No. 4.14 
Year 
1988-89 
1989-90 
1990-91 
1991-92 
1992-93 
1993-94 
Import 
6012.26 
7051.47 
7098.08 
5666.37 
6258.33 
6980-54 
% age 
change 
-
17.28 
0.66 
-20.17 
10.45 
11.54 
Exports 
3413.16 
4150.25 
4978.42 
4826.49 
5247.27 
5785.47 
% age 
change 
-
21.60 
19.95 
-3.05 
8.72 
10,26 
Total 
9425.42 
11201.72 
12076.50 
10492.86 
11505.60 
12766.01 
% age 
change 
-
18.85 
7.81 
-13.11 
9.65 
10.95 
Balance 
of trade 
-2599.1 
-2901.2 
-2119.6 
-839.8 
-1315.8 
-1195.0 
The table represents that till 1992 the imports reduced gradually but after 
1992 there an immediate rise in the imports. It was due to the reason that during 
that period India libralized its trade policies and removed some of its restrictions 
from imports. As a result trade deficit also increased after 1992. 
Textile and garments contributes to 31 percent of EU's import followed by 
leather and leather products (14 percent) gems and jewellery (11 percent ) and 
agriculture 10 percent, 
In value terms, sectors showing maximum growth are textile and garments 
(ECU 260 million) gems and jewellery (151 million ECU) leather and leather 
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products (141 million ECU) and engineering goods (119 million ECU). 
As per the latest DGCI and S data available, the Indian exports to EU for 
the year 1995 have grown by 27.22 percent in comparison to 1992. U.K., 
Germany, Belgium and Luxembourg are now the first second third and fourth 
largest importer of Indian goods in value terms with growth rather of being 26.20 
percent , 19.98 percent and 30.01 percent respectively. For the first time in 
recent period, UK was importing more from India than from Germany, Belgium-
Luxembourg maintained the high growth rate. 
In 1994-95 two way trade between the EU and India totalled Rs. 46,251 
crores, which work out to 27 percent of India's total foreign trade. 
Table 4.15 
Considering the Indian trade 
scenario where trade deficit is 
consistent over the decades, this is 
the most desirable thing that is 
happening in India-EU trade. 
Year 
86-87 
87-88 
88-89 
89-90 
90-91 
91-92 
92-93 
93-94 
94-95 
Exports 
2916 
4181 
5263 
7346 
9319 
12372 
15850 
19130 
22912 
Imports 
7122 
7981 
9623 
12433 
13359 
14709 
20056 
22770 
23337 
Balance 
-4206 
-3800 
-4360 
-5088 
-4040 
-2337 
-4206 
-3640 
-427 
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The trade deficit which reached a level of Rs. 5088 crores in 1989-90 
came down to a level of Rs. 427 crores in 1994-95. A declining trend in the 
imbalance may be seen. 
Annual rate of growth in trade with EU 
The exports and import growth rate have both shown a fluctuating trend, 
with average export growth rate exceeding the import growth rate over the recent 
years. In 1987-88, the export growth rate over the previous year, peaked at 43 
percent in rupee terms. In case of imports, it was the period after import 
liberalisation, 1992-93 that saw import growth of 36 percent over the previous 
year. This is probably due to the freeing of imports from the preceding years. In 
1993-94 and 1994-95 the import growth has been at a relatively low level, picking 
up again in the course of the current year 1995-96. 
Table No. 4.16: Trends in Rupee Growth Rate of Exports & Imports 
Year 
1987-88 
1988-89 
1989-90 
1990-91 
1991-92 
1992-93 
1993-94 
1994-95 
Export growth 
43% 
26% 
40% 
27% 
33% 
28% 
21% 
20% 
Import growth 
12% 
21% 
29% ; 
7% 
10% i 
36% 1 
14% 
2% 
These figures are based on analysis of rupee data. 
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It can be seen from the above table that the export growth rate has been 
erratic since 1987-88, but the declining trend can be observed from 1991-92. 
The import grov^h rate is consistently lower, except for the post import-
liberalisation year 1992-93. There after the import grew at a decreasing rate 
only. No clear trend import growth is discernible. A comparison of growth rate in 
trade with EU, and for India as a whole is as follows: 
Table 4.17: 
Comparison of Growth Rate of Exports, total for India & to the EU 
Year 
1987-88 
1988-89 
1989-90 
1990-91 
1991-92 
1992-93 
1993-94 
1994-95 
All India 
21% 
23% 
27% 
15% 
26% 
18% 
23% 
15% 
EU 
43% 
26% 
40% 
27% 
33% 
28% 
21% 
20% 
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The growth rate of exports to the EU, in rupee terms has been cxinsistently 
higher than the total for India, for each of the years, except for 1993-94. In 1987-
88 and 1989-90, the export growth to the EU was significantly higher than India's 
overall export growth. Diversion of the erstwhile USSR trade is one possible 
explanation for the spurt in exports to EU. A symmetry may be observed the 
trends of growth i.e., if the all India trade grov\^ h has declined over the previous 
year, the trade grov^h of Indo-EU trade has also declined or vice-versa. 
Table 4.18 
Comparison of Growth Rate of Imports, total for India & from the EU 
Year 
1987-88 
. 1988-89 
1989-90 
1990-91 
1991-92 
1992-93 
1993-94 
1994-95 
All India 
10% 
21% 
20% 
18% 
10% 
24% 
13% 
18% 
From EU 
12% 
21% 
29% 
7% 
10% 
36% 
14% 
2% 
j 
i 
j 
i 
1 
1 
The growth rate in imports from the EU was much higher than growth in 
total India imports in 1989-90, but this feature was reversed the next year, in 
1990-91. Again in 1992-93, imports from EU shot up, but the growth rate has 
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since fallen to a low in 1994-95. The percentage share of imports from EU in 
India's total imports has shown a declining trend in the past few years. 
EU's share in India's total trade 
In 1986-87, the EU accounted for 23 percent of India's exports. The figure has 
since risen, and in 1994-95, 26 percent of India's exports were destined for EU 
countries. But in case of imports, the EU as a source has declined in importance 
from 35 percent in 1986-87 to 26 percent in 1994-95. During 1994-95, for the 
first time in the penod examined, the export share was larger than the import 
share respectively. As a result, the trade deficit with the EU reached a low in 
1994-95. 
Table 4.19: EU's share of Export and Imports, in India's Total Trade 
Year 
1986-87 
1987-88 
1988-89 
1989-90 
1990-91 
1991-92 
1992-93 
1993-94 
1994-95 
Export 
23% 
27% 
26% 
27% 
29% 
28% 
30% 
27% 
28% 
Import 
35% 
36% 
34% 
35% 
31% 
31% 
32% 
31% 
26% : 
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India's exports to EU 15 country-wise (Rs crores) 
Main destination of India's exports to tine EU has consistently been 
Germany followed closely by the U.K. However, the growth rate of exports to the 
UK at 26 percent is higher than for Germany, which is 21 percent averaged over 
the period 1990-91 to 1994-95. The overall average grovv^ h rate to EU 15 has 
been 25 percent annually not taking into account Luxembourg where the base in 
small, the largest growth rate of exports is to Greece at 50 percent average for 
the period. The lowest average export growth is in respect of Finland. However, 
the possibility that exports destined for Russia are switched to Finland, cannot be 
discounted. The analysis does not take into account the re-export within the EU 
countries, for example routed through trader importers in Rotterdam of Hamburg. 
Table 4.20: destination of India's Exports to EU (Rs crores) 
Name of 
country 
Belgium 
Denmark 
France 
Gennany 
Greece 
Ireland 
Italy 
Luxembourg 
1990-91 
1258 
152 
762 
2535 
51 
35 
1000 
1 
I 
1991-92 
1642 
193 
1036 
3127 
73 
55 
1428 
2 
1992-93 
1979 
250 
1366 
4133 
148 
71 
1802 
2 
1993-94 
2632 
276 
1582 
4833 
170 
73 
1895 
3 
1 
1994-95 
3100 
401 
1827 
4553 
235 
109 
2691 
13 .. 
1 
Average 
growth rate i 
25% 1 
28% 
1 
1 
25% 
2 1 % 
1 
1 
50% 
35% 
1 
i 
29% 
151% 
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Netherlands 
Portugal 
Spain 
United Kingdom 
Austria 
Finland 
Sweden 
TOTAL 
641 
80 
281 
2121 
126 
121 
155 
9319 
918 
110 
486 
151 
151 
128 
227 
12372 
1203 
186 
579 
207 
207 
120 
190 
15850 
1602 
164 
897 
267 
267 
92 
337 
19130 
1830 
213 
841 
294 
294 
144 
460 
22912 
30% 
31% 
35% 
27% 
27% 
5% 
27% 
25% 
India's exports -percent share to major EU destinations, 94-95 
Germany and UK account for the bulk of Indian exports, with an equal 
share of 23 percent exports to the EU. Other major destinations are Belgium, 
Italy, Netherlands and France. Put together, these six countries account for 
almost 90 percent of India's exports to the EU. 
Germany is the leading source of India's imports from the EU, followed by 
UK. This places Germany as India's largest trading partner in the EU. Countries 
such as Luxembourg, Greece and Ireland have fairly large average grov\^ h rates 
but these are from a narrow base, which implies that even a few large individual 
transactions can reflect in a sizeable increase in import grov^h from these 
countries. The average growth rate over the period 1990-91 to 1994-95 
fluctuates quite considerably for each of the countries, compared with export 
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growth rates, which are more uniform (Table 3.5). From all EU countries, imports 
during the period grew at an average rate of 16 percent. 
Table 4.21: Sources of India's Imports from EU (Rs crores) 
Name of 
country 
Belgium 
Denmark 
France 
Genmany 
Greece 
Ireland 
Italy 
Luxembourg 
Netherlands 
Portugal 
Spain 
United Kingdom 
Austria 
Finland 
Sweden 
TOTAL 
1990-91 
2717 
133 
1304 
3473 
12 
21 
1091 
10 
793 
38 
190 
2893 
158 
176 
350 
13359 
1991-92 
3421 
163 
1515 
3844 
40 
19 
1104 
0 
688 
25 
180 
2962 
169 
180 
399 
14709 
1992-93 
5291 
216 
1722 
4799 
51 
45 
1518 
12 
1105 
21 
237 
4105 
267 
169 
498 
20056 
1993-94 
5866 
312 
1866 
5617 
57 
111 
1670 
3 
1193 
29 
380 
4793 
156 
210 
507 
22770 
1994-95 
3680 
577 
1895 
6731 
66 
62 
2303 
2 
1178 
35 
563 
4837 
169 
331 
910 
23339 
Average 
growth rate 
47% 
12% 
19% 
16% 
118% 
19% 
761% 
-7% 
7% 
26% 
13% 
7% 
21% 
i 
1 
27% 1 
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17% i 
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India's Imports -percent distribution to major EU suppliers, 1994-95 
Germany accounts for 28 percent of India's imports from tlie EU at 21 
percent Belgium has a sizeable stiare followed by Italy & France. Put together 
these six countries account for 88 percent of India's EU imports. 
Balance of trade major EU countries 
The balance of trade that India has with major EU countries is shown in 
table below, with the chart showing relative position in 1990-91 and 1994-95. 
The trade deficit with Germany, in rupee terms, is shown to have deaeased after 
1990-91 due to more liberal policy of Indian government for export and import 
and increased again by 1994-95. The trade balance with Belgium has been 
fluctuating. In case of the UK, Italy, Netherlands and France, the trade deficit 
has declined steadily, actually showing a positive balance in respect of the UK, 
Italy and Netherlands. 
Table 4.22: Balance of Trade with EU Countries (Rs crores) 
Countries 
Germany 
UK 
Belgium 
Italy 
Netherlands 
1990-91 
-938 
-772 
-1459 
-91 
-152 
1991-92 
-717 
33 
36 
324 
2 
1992-93 
-666 
97 
26 
284 
-10 
1993-94 
-784 
-113 
-38 
225 
0 
1994-95 
-1278 
464 
-580 
388 
652 
France -542 230 98 409 
-68 
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Balance of trade with major EU countries 
In 1990-91, as can be seen from the chart, India had a balance of trade 
deficit with all the six major EU partners. By 1994-95, the deficits had turned into 
a surplus with three of the countries, with the deficit increasing only with 
Germany. 
Table 4.23: Trends In Export and Import Growth for India - Major EU 
Countries 
Counties 
Belgium 
France 
Germany 
Italy 
Netherlands 
UK 
Export growth rate (%) 
1991-92 
31% 
36% 
23% 
43% 
43% 
32% 
1992-93 
21% 
32% 
32% 
26% 
31% 
26% 
1993-94 
33% 
16% 
17% 
5% 
33% 
23% 
1994-95 
18% 
15% 
13% 
42% 
14% 
23% 
Import growth rate (%) 
1991-92 
26% 
16% 
11% 
1% 
-13% 
10% 
1992-93 
55% 
14% 
25% 
38% 
61% 
36% 
1993-94 
11% 
8% 
17% 
10% 
8% 
14% 
1994-95 
-37% 
2% 
20% 
38% 
- 1 % 
1% 
The growth rates of exports and imports for India's trade with major EU 
countries are as follows. The rates are based on rupee value of exports and 
imports in each year. The export and import growth rates, with UK a major 
trading partner has been showing a declining trend with some slow down in 
exports to Germany. Netherlands has been having the highest average export 
growth rate, though this slowed down in 1994-95. In 1994-95, exports and 
imports growth rate with Italy picked up significantly as compared to previous 
years. 
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The rupee export growth rate to Germany has been high, with some 
recent decline. The export growth to the UK, the other major trading partner has 
been steady. The export growth rate to Italy suddenly picked up 1994-95 as 
against this, export growth to major EU destinations other than Italy declined in 
1994-95. 
Import growth from Germany has been steady, with an increase in 1994-
95. However, import growth from the UK has been falling in recent years, 
reaching a low level in 1994, providing a trade surplus with the UK. Belgium saw 
a steep drop in import growth in 1994-95, and marginal changes were witnessed 
for France and the Netherlands. 
Commodity composition of imports from EU 
Products which registered a sharp increase in growth rate over the 
previous year include machinery, iron and steel and organic chemicals. The 
maximum decline is in precious stones, indicating a decline in polished diamond 
export business during the year. 
Table 4.24: Commodity composition of Imports 
Chem, fertiliser, paper 
Metals & metal manufactures 
Precious stones 
1992-93 
(Rs crore) 
2375 
1739 
6514 
1993-94 
{Rs crore) 
2510 
1979 
7555 
1994-95 
(Rs crore) 
3138 
2543 
4250 
1994-95 
% share 
13% 
11% 
18% 
1994-95 
Growth rate 
20% 
22% 
78% 
214 
Machinery & equipment 
Project goods 
Others 
TOTAL 
4100 
2389 
2939 
20056 
5766 
2229 
2731 
22770 
7128 
2905 
3375 
2339 
31% •• 
"12% 
14% 
100% 
19% 
23% 
19% 
2% 
Table 4.25: Sources for Main Products 
Chem, fertiliser, paper 
IVletais & metal manufactures 
Precious stones 
Machinery & equipment 
Project goods 
Others 
TOTAL 
Rupees in Crores, 1994-95 
Germany 
1065 
883 
0 
2934 
1279 
570 
6731 
UK 
415 
540 
1443 
1151 
415 
873 
4837 
Belgium 
197 
223 
2807 
161 
76 
216 
3680 
Italy 
310 
304 
0 
869 
439 
380 
2302 
France 
259 
213 
0 
837 
172 
414 
1896 
Netherlands 
427 
100 
0 
265 
61 
324 
1177 
Main imports from tine EU countries include capital goods, iron and steel, 
chemicals and plastics. 
• Imports from Germany, the largest EU exporter to India, predominantly 
comprises capital goods, iron & steel chemicals and plastics which are all 
industrial goods. 
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• Imports from the UK, have a significant amount of gems, for re-export after 
processing, 
• Imports from Belgium are pnmarily gems, comprising rough diamonds 
which are processed and exported back, again mainly to Belgium. 
• From Italy and France, India's main imports are again project goods 
machinery and equipment. 
• In respect of Netherlands, the main imports into India comprise of 
chemicals and related products - some of this could be re-exports routed 
through bulk storage terminals in Rotterdam. 
The main growth in the year 1994-95 over the previous year has been in 
industrial goods such as pharmaceuticals and chemicals, metal manufactures 
and electronic goods, which together touched a growth rate of almost 50 percent 
over the previous year, in rupee terms. These items however account for only 17 
percent of total exports to EU. The overall growth rate of exports in 1994-95 over 
the previous year was about 20 percent. Textiles including handlooms and 
carpets, registered an increase of 24 percent over the previous year. Gems and 
jewellery grew by only 8 percent. 
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Table 4.26: Composition of India's Exports to EU 
Agro & marine products 
Leather goods & footwear 
Gem & jewellery 
Pharma, dyes and chem 
Metal manufactures 
Textiles, handlooms, carpets 
Electronic goods 
Ottiers 
TOTAL 
1992-93 
(Rs crore) 
1827 
2222 
1705 
1111 
1046 
6087 
86 
1766 
15850 
1993-94 
(Rs crore) 
2309 
2432 
2270 
1374 
1007 
7217 
171 
2350 
19130 
1994-95 
(Rs crore) 
2578 
2921 
2447 
2014 
1586 
8920 
257 
2189 
22912 
1994-95 
% share 
11% 
13% 
11% 
9% 
7% 
38% 
1% 
11% 
100% 
1994-95 
Growth rate 
12% 
20% 
8% 
47% 
57% 
24% 
50% 
-7% 
20% 
The major export commodities are textiles and garments including 
handlooms and carpets, which make up 38 percent of India's exports to EU, 
followed by leather goods and footwear, which account for about 13 percent. 
Commodity composition of Exports to major EU markets 
Main export to Germany and UK is textiles, exports to Germany include a 
sizeable amount of carpets. Germany is also a large importer of Indian leather 
goods. There is a sizeable export of agro products to the UK, and these mainly 
comprise of tea, rice, cashew, oil meals and marine products. Indian fruits and 
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vegetables also have a modest presence in the UK. In Germany and UK, there 
is a relatively high market presence for Indian pharma and chemical products 
and metal manufactures. This indicates that non-traditional manufactures have 
made inroads into these marl<ets. 
Table 4.27 
Agro & marine products 
Leather goods & footwear 
Gem & jewellery 
Pharma, dyes and chem 
Metal manufactures 
Textiles, handlooms, carpets 
Others 
TOTAL 
Germany 
487 
1092 
161 
547 
408 
2413 
345 
5453 
UK 
742 
553 
212 
520 
570 
2296 
408 
5301 
Rupees in Crores 
Belgium 
108 
24 
1949 
149 
67 
604 
199 
3100 
Italy 
337 
598 
21 
224 
132 
9212 
457 
2691 
France 
151 
249 
76 
147 
107 
945 
152 
1827 
Netherlands 
487 
77 
17 
260 
188 
614 
187 
1830 
Major export to Belgium is gem and jewellery, followed by textiles. Other 
items have a small share. Export levels to Italy are much lower than that 
compared to Germany or UK, but aside from textiles, other products including 
manufactures have a fair share of India's exports to Italy. In case of France, 
textiles predominate. Agro and marine products have a fair share of exports to 
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Netherlands, and the major items here include oil meals, castor oil and marine 
products. 
Destination for main commodities by India 
India's exports to EU markets have a fair degree of diversity, with different 
countries having important share in principal export products from India. 
• Major importers of textiles are Germany and UK, followed by France in 
importance. Carpets are an important export product to Germany. 
Carpets have been clubbed under the broad category of textiles, and have 
not been separately shown in the accompanying chart. 
• The main EU market for Indian leather goods is Germany, which is a 
major importer from India, followed by Italy and UK. 
• Gem and jewellery exports are predominantly to Belgium (from where raw 
diamonds are also imported). These mainly comprise hand-cut and 
polished diamonds. 
• For agro and marine products, the UK is the main buyer, followed by the 
Netherlands and Germany. 
• Drugs and chemicals again are mainly destined to Germany and UK, 
followed by the Netherlands in importance. 
• In case of metal manufactures, it is the UK, which has the larger share, 
followed mainly by Germany. 
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The following table represents the details of exports to and imports from 
EU and her main competitors in the relevant items:-
Table 4.28: Main items of exports of EU with market share (1994) 
Major items of exports of 
EU 
Textile and clothing 
Leather and leather 
products 
Gems and jewellery 
Agricultural products 
Marine products 
Engineering products 
Electronics 
Chemicals 
Carpets 
India's share (value) in 
EU market percentage 
5.16 
11.98 
6.48 
1.74 
3.30 
0.46 
0.14 
0.95 
21,18 
Main competitors percentage 
China(12%),Turkey(8%), 
Hong Kong (6%), USA (4%). 
China (10%), Brazil (5%), 
Pakistan (4%), USA (4%) 
Israel (7%), Switzerland (6%), 
USA (5%), Thailand (5%), Zaire 
(5%) 
USA (14%), Brazil (11%), 
Argentina (6%) Turkey (3%), 
Colombia (3%), China (3%) 
Norway (22%), Iceland (9%), 
USA (4%), Argentina (4%), 
Thailand (4%) 
USA (22%), Japan (16%) 
Switzerland (9%), Russia (3%) 
USA (29%), Japan (22%), 
Singapore (7%), Taiwan (6%) 
Malaysia (5%), S. Korea (4%) 
USA (22%), Switzerland (20%), 
Japan (9%), China (4%) 
Iran (37%), Nepal (12%), China i 
(10%), Turkey (5%), Pakistan ; 
(4%). 
Reference: Ministry of Commerce, Government of India, European Commission, 
Embassy on India, Brussels. 
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Thus on the basis of foregoing discussion, it may safely be concluded that 
India's trade with the EU countries is moving the right direction. There is a 
compositional shift from traditional to non-traditional items and the trade deficit 
with member countries separately and with EU collectively is declining. If the 
trend continues, it is likely that India would be able to materialise the dream of 
having trade surplus with the EU nations in near future. 
CHAPTER 5 
2a 
INDO-EU TEXTILE TRADE 
Textile is one of the few industries tliat are not likely to face a demand 
shrinkage in aggregate. It is believed that over the period of time when the 
income levels will go up further and with the fashion and designing industry 
flourishing, there are all possibilities in the increase of higher consumption and 
consequently demand for textile products. 
Indian textile industry is one of the oldest industries of the nation. It is one 
of the largest employer and top foreign exchange earner of the country. Thus, 
India need to carefully analyse the consumption and production trends, generate 
and manage the exportable production surpluses, identify the target markets and 
make consistent efforts to enhance the market acceptability for its textile exports. 
Simultaneously, textile and clothing industry occupy on important place in 
the EU industrial structures. The textile industry accounted for 3.5% of the value 
added in the manufacturing industry, 5.1% of turnover and 5.5% of employment 
in 1992. On the other hand, clothing industry contributed 1.7% to the value added 
in the manufacturing sector, 2.5% to turnover and 3.4% to employment. Both the 
industries go-together providing employment to over 2.5 million people though 
during the last decade employment in these industries has steadily decrease. 
The EU is an important producer of textile and clothing among the 
developed countries of the world. In recent past EU's textile production exceeded 
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that of the USA by two times and Japan by four times, while in case of clothing it 
was 11% higher than the USA and five times of Japan's. Nearly 14% of EU's 
clothing production was exported in 1992. However, over all production growth in 
clothing industry was slow at 1.8% per annum during 1986 to 1992 i.e. low export 
intensity of 14.9% and high import penetration of about 30%. 
The major concentration of textile industry in terms of production in EU are 
in Italy - 36%, Germany 18%, France - 15% and UK - 11% while that of clothing 
industry is in - Italy - 37%, Germany 17%, France - 22% and UK - 10%. 
However, EU production of textiles and clothing (in volume terms) has 
declined since late 80s and the trend continued in 1990s, apparent consumption 
declined in cases of textiles while it increased for clothing during 1991 to 1993 as 
shown in Table-1 below. This implies relative increase in use of imported 
clothing. 
TabIe-5.1: EU clothing and textiles industry: main indicators 
TEXTILES 
Apparent consumption 
Production 
Employment (mn) 
CLOTHING 
Apparent consumption 
Production 
Employment (mn) 
1991 
115289 
111574 
1.6 
66227 
56225 
1.2 
1992 
113415 
109608 
1.5 
66594 
56855 
1.1 
1993 
110000 
106000 
1.4 
67900 
57600 
1.0 
ARAGR** 
1988-92 
-0.1 
-1.2 
0.7 
-1.7 
* Production + extra-EU imports - extra-EU exports, "ARAGR-average real annual growth rate source panorama of EU 
industry, 1994, p.14-10 & 14-18. 
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EU is both an important importer and exporter to textile and clothing. Intra-
EU trade accounts for over 50% and 40% for textiles and clothing respectively. 
Though intra-EU trade has increased steadily over the last decade, the share of 
intra-EU imports in the total EU imports has declined. This-is because for more 
than a decade EU's imports of textile and clothing are facing increasing 
competition from lower-cost countries mainly from far east and the mediterranean 
rim. The rising imports of textiles have pused up the imports / consumption ratio 
to 18.3% in 1992 from 13.7% in 1983. 
A few sealant features of the changing extra EU trade are as below: 
* The growing importance of OPT (outward processing traded) i.e. the 
export of cloth for converting into garments and re-importing, which 
accounted for 10% of EU textile exports in 1992, Neighbouring countries 
to the EU have a clear proximity advantage for the OPT trade. The OPT 
trade in textile, has increased the importance of Poland, Tunisia, Morocco 
in EU's trade. 
* Faster growth in extra EU imports than extra EU exports with sharp 
deterioration in the export ratio. 
* Emergence of Turkey and China as the major sources of extra EU imports 
of textiles. 
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* Emergence of China overtaking Hong Kong, as the most important and 
rapidly growing source of clothing extra-EU. 
Table 5.2: Represents EU-external trade in texti les and 
clothing best 1992 
Extra-EU exports 
Extra-EU imports 
Trade balance 
Ratio of export/ import 
Intra-EU 
Intra-EU share of total 
imports (%) 
1990 
16324 
17605 
-1281 
0.93 
30336 
63.3 
Textiles 
1991 
16389 
20105 
-3715 
0.82 
31866 
61.3 
1992 
16967 
20774 
-3807 
0.82 
32353 
60.9 
1990 
6727 
13781 
-7054 
0.49 
10964 
44.3 
Clothing 
1991 
6682 
16684 
-10002 
0.40 
11969 
41.8 
1992 
6853 
16592 
-9739 
0.41 
12407 
42.8 
EU textile industry is one of the most modern and technologically 
advanced in the world with focus on quality production. Higher capital intensity 
has reduced the industry exposure to labour costs. The industry has been 
following the strategy of internationalization of production. While it takes various 
forms, the industry is actively resorting to subcontracting both within and outside 
and manufactures are concentrating on a limited number of processes. 
Additionally, approaches such as quick response, reduced stock through 
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computer management of production and stocks, just in the delivers, reduction of 
losses through electronic cutting control and other advanced technology and the 
development of outward sourcing strategies are impacting favourably the 
demand for EU fabrics. 
The present strengths of the textile and clothing industries are constantly 
under threat from the imports from the low-cost production countries. In 
comparison to the textile industry, EU clothing industry is more labour intensive 
given the relatively high labour costs in the EU which are estimated to be twice 
the total cost in Tunisia and Morocco and even higher compared with far east 
suppliers like China, EU industry is at a disadvantage. This is more so in case of 
spinning and weaving. 
Thus the ability of EU producers to command higher prices stems from 
their products being more advanced in terms of product quality, degree of 
finishing creative value added and service and EU producers will have to 
continuously keep on innovating through increased R&D activity to keep the 
competition at bay. 
Another factor that affected EU competitiveness was the currency 
fluctuations whenever EU currencies strengthened against the dollar, i.e. 
competitiveness deteriorated, imports increased. But now the solution for this 
problem have been found to great extent by the launching of the single Euro 
currency. 
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Competitors 
Japan 
Hong Kong 
Thailand 
South Korea 
Strengths 
• Almost all fabrics especially high 
quality or highly technical quality 
• Polyester filament fabrics 
• Viscose fabrics 
• Printed fabrics (exclusive if 
requested) 
• Quick response (stock held) 
• Reliable supplier 
• Cotton fabrics 
• Polyester fabrics 
• Pure silk and silk type fabrics 
• Unreliable supplier 
• almost all fabrics especially high 
quality cotton, viscose and 
synthetic fabrics 
• unreliable supplier 
• All skins 
• Synthetic and cellulosic fabrics 
• Polyester fabrics 
• Reliable supplier 
Weakness 
• Prices very high 
• Quality sometimes 
too high for EU ; 
market 
* 
i 
1 
• High price 
• High price 
1 
I 
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Taiwan 
Indonesia 
Eastern Europe 
Egypt 
South America 
India 
• Wool fabrics 
• Synthetic fabrics 
• Cellulosic fabrics 
• Polyester fabrics 
• Commodity fabrics 
• High prices 
• Almost all fabrics, especially 
commodities fabrics 
• Cheap polyester fabrics 
• Good cotton fabrics 
• Fairly reliable 
• Standard quality wool fabrics 
• Cotton viscose fabrics 
• Medium to cheap quality cotton 
fabrics 
• Wool fabrics 
• Cotton fabrics 
• Almost all fabrics 
• Good quality/ price ratio on better 
end products 
• Greige cottons 
• Fine poplins 
• Silk fabrics 
• 
• 
• Variable reliability 
(Poland and 
Czechoslovakia 
quite reliable 
• Nor very reliable 
• Not very reliable, 
dependent on US 
demand 
• Not competitive on 
lower and goods 
• Quality inconsistent 
• Delays 
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Pakistan 
China 
• Cellulosic fabrics 
• Cotton and viscose, specially 
greige fabrics, cheap quality 
cotton 
• Quality improving 
• Very cheap prints fairly reliable 
• Commodities fabrics 
• Silk fabrics 
• 
• Unreliable supplier 
• Poor in cellulosic 
and synthetic 
segments which 
require technical 
know-hov^ 
*Current investments in India are likely to lead to improvements in quality and delivery times, 
Source: ElU, competitiveness of the ED fabric industry, textile outlook international, July 1994, p. 
97-8. 
Imports from India 
Textiles and clothing at the aggregate level cover textile fibres, yarn and 
fabrics; clothing and textile made-ups. Within these three categories, there are a 
number of product line. 
The importance of these various product lines varies in extra - EU imports 
and also imports from India. In the term of achieving incremental exports from 
India, it is important to compare the growth performance of these product lines 
for extra-EU imports from India and to identify the areas in which India needs to 
strengthen its performance and create new riches for its products. While quotas 
now limit market shares, this will not be a constraint in the long run. 
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As observed above, EU's imports of textiles and clothing from extra - EU 
have penetrated the EU market rapidly, making in roads into the market shares 
of EU countries, India enjoyed a share of 5.16% in EU's imports of textiles and 
clothing from extra - EU countries. For India, textiles and clothing are important 
export products and EU an important export market. In the follov\/ing, we analyse 
India's status in the extra EU imports for various product lines of importance to 
India and to the EU to highlight the potential for increasing exports from India. 
Composition of imports 
It may be seen that in 1994, India's exports to the EU had grown faster as 
compared with all extra - EU's imports. However, the category wise composition 
indicates that textile made-ups are relatively more important for India, though the 
relative size of the market is small. Shawls and scarves from India, for e.g. -
have a 49% market share in extra - EU imports. The uniformity in export pattern 
for textiles and clothing respectively, probably reflects the govt, policy and the 
constraints imposed by the quota regime. 
The following Table represents - "Import", India. 
Table 5.3: Trends in Extra-EU Imports from India 1990-94 
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(ECU mn) 
TEXTILES & CLOTHING 
% Ann. growth 
TEXTILE FIBRS, YARNS & 
FABRICS 
% Ann. growth 
CLOTHING 
% Ann. growth 
Textile Made-ups 
% Ann. growth 
Cotton yarn 
% Ann. growth 
Women & girls blouses 
% Ann. growth 
Men & boy's shirts 
% Ann. growth 
Bedlinen 
% Ann. growth 
Women & girls dress 
1990 
1434 
447 
890 
97 
82 
191 
167 
41 
42 
1991 
1481 
3 
467 
5 
887 
0 
127 
31 
97 
0 
184 
-3 
163 
-2 
54 
32 
56 
1992 
1586 
7 
464 
-1 
968 
9 
153 
21 
94 
-13 
197 
7 
170 
4 
55 
3 
69 
1993 
1846 
16 
494 
7 
1156 
19 
195 
27 
102 
0 
213 
8 
191 
12 
69 
25 
89 
1994 
2206 
19 
623 
26 
1345 
16 
238 
22 
120 
18 
236 
11 
196 
2 
79 
14 
98 
I'ndia's % 
Mkt share 
in 1994 
5.16 
4.75 
4.9 
10.83 
12.77 
13.11 
9.97 
16.41 
[ 
14.2 
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% Ann. growth 
Women & girls skirts 
% Ann. growth 
Table tolt & ktchn linen 
% Ann. growth 
Synthetic fabrics 
% Ann. growth 
Knittd pyjms nightdress 
% Ann. growth 
Women & gris kntd suits 
% Ann. growth 
Other women garments 
% Ann. growth 
Shawls & scarves 
% Ann. growth 
Source: Indo-European Trad( 
50 
14 
40 
14 
8 
64 
31 
3 Trends 
14 
42 
17 
17 
21 
40 
2 
21 
43 
111 
38 
65 
1 
24 
-23 
, 1990-9 
32 
34 
-19 
20 
19 
48 
20 
33 
57 
111 
-4 
64 
-2 
22 
-10 
4, P17-1 
29 
48 
40 
28 
45 
60 
23 
49 
52 
13 
21 
96 
50 
23 
7 
8. 
11 
81 
70 
38 
33 
71 
19 
64 
30 
18 
44 
112 
17 
39 
72 
11.69 
15.35 
11.27 
11.8 
16.77 
10.22 
49.11 
EU's imports of textiles and clothing from extra - EU exhibited a positive 
but fluctuating trend with an annual average growth rate of 7% during 1991-1994. 
The growth picked up in 1994 to reach 10% after a slow growth of 3% in 1992 
and 1993 each. The extra - EU imports were values at ECU 428 brin 1994 it 
merits attention that textiles and clothing makes up, as much as one third for 
India's export market to the EU, where as this sector only account for 7% of total 
extra-EU imports. As seen in the following chart, imports from India maintained a 
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higher growth rate during 1991-94 of textiles and clothing averaging over 11% 
annually as compared to extra - EL) average import grow/th rate of 7% per 
annum. India's share in total imports of textiles and clothing increased to 5.16% 
in 1994 form 4% in1990. 
India's higher grovvth rate trend for textiles and clothing can be seen to be 
sustained in all the three categories, namely yarn and fabrics, clothing and made-
ups. 
The major product whose imports in the Eu accounted for about 59%, 
contributed 73% to extra EU imports from India. 
This implies that India does not have a presence in significant product 
lines of imports in to the EU. This difference arises from the differing importance 
of certain product lines in extra - EU imports and imports from India. This can be 
seen from the rent table presented below whish shows the importance each 
product line holds in extra - EU imports and imports from India as displayed by 
the respective percentage shares: 
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Table 5.4: EU's Imports of Textiles and Clothings from ExtraEU and 
India : 1994 
Cotton yarn 
Cotton fabrics 
Synthetic fabrics 
T Shirts 
Jersey & pullovers 
Men's clothings 
Women's clothing 
Bed, table, kitchen linen 
Parkas/anoraks 
Knitted garments 
Baby's garments 
Tracksuits 
India 
(mn 
ECU) 
120 
168 
71 
1001 
70 
245 
428 
117 
40 
82 
18 
1 
Extra-EU 
(mn ECU) 
940 
2029 
631 
2142 
2622 
6404 
4542 
728 
2300 
652 
640 
274 
India 
%to 
total 
5.4 
7.6 
3.2 
4.5 
3.2 
11.1 
19.4 
5.3 
1.8 
3.7 
0.8 
0.0 
EU 
%to 
total 
2.2 
4.7 
1.5 
5.0 
6.1 
15.0 
10.6 
1.7 
5.4 
1.5 
1.5 
0.6 
India's Mkt ; 
Share inEU ' 
(%) 
12.8 
8.3 
11.3 
4.7 
2.7 
3.8 
9.4 
1 
16.1 : 
1.7 ' 
12.6 
2.8 ' 
0.4 
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other woven garments 
Shawls & scarves 
Sub total 
Total 
112 
39 
2206 
1097 
80 
42753 
Source: India-European Trade Trends 1990-94. 
5.1 
1.8 
73.0 
100 
2.6 
0.2 
58.7 
100 
10.2 
48.8 
The emerging trends in the imports from extra-EU and India indicate that 
clothing has emerged as by far the most important growth area accounting for 
most two third of total extra-EU imports and displaying fluctuating but positive 
growth rate here India's growth rate has not been as strong. 
Textile fibres yarn and fabrics as a category on the other hand has been 
loosing in importance. This category has shown a continuously declining growth 
trend during 1990 to 1993 and hence achieved an increase of only 2% in value 
terms during 1990 to 1994 as compared to 47% to 60% for clothing and textile 
made ups-respectively. This indicates the EU's shift to value added imports, 
fabric being gradually replaced by clothing imports. 
India's gain in the market share of extra - Eu clothing imports during 
1990-94 has been marginal. This is because, India cold not focus on the largest 
and the fast growing area like clothing (not all of which is under quota), but 
spread its efforts on all the three categories. 
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The rise in imports from India during 1990-94 was the highest in the textile 
made ups (144%), followed by clothing (57%) and textile fibres, yarns and fabrics 
(37%). The average annual growth rate was also highest for textile made-ups 
(25%) as against 11% and 9% for clothing and fibres-yarn fabrics respectively. 
India enjoyed a high market share above 10 in extra imports in shawls and 
scarves (49%), bed line (16%), cotton yarn (13%) knitted garments (13%), 
synthetic fabrics (11%) and other woven garments (10%). While thee categories 
accounted for about 20% in imports from India, their share in extra - EU imports 
was limited to only around 10%. 
Men's clothing and women's clothing are the product lines which together 
account for over 25% of extra-EU imports and are growth areas of imports. There 
are also the most important product lines in imports from India contributing 11 
and 19 percent respectively to total imports (represented in above chart). Men's 
clothing constitute a potential areas for increase in exports as presently India has 
a small market share of 4% in men's clothing as shown in the chart. 
Further segregtion of the category women's clothing indicates that in 1994 
India enjoyed a leading position in women's blouses (13 percent market share, 
dresses 9.14 percent and skirts 9.12 percent. India is at a competitive advantage 
to enhance these market shares as these product line are experiencing higher 
growth rates indicating rising import potential. 
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Men's clothing which is the largest value category in extra-EU imports (6.4 
bn ECU) constitute an opportunity area for exports of this item from India which 
presently has a low market share of 3.8% India has a share of about 10% in 
imports of men's and boy's shirts but a negligible share in another important 
product line in men's and boy's trousers. An opportunity area is indicated in this 
product whose imports were valued at ECU 2.5 bn in 1994. 
The following chart indicates the share of the product in total extra-EU 
imports and India's market share in the individual product. For example, shawls 
and scarves accounted for 0.18% in the total extra-EU imports but India's share 
in these imports was nearly 50%. 
EU Major Importers 
In EU, and six countries, viz, Germany, U.K., France, Italy, Netherlands 
and Belgium-Luxembourg remain the major markets for extra-EU imports of 
textile and clothing. As we can see in the next chart, their share is much large, 
(above 92%) in clothing and textile made-ups but relatively low at 84%) in textile 
fibres, yarn and fabrics. This is presumably because other EU member countries 
such as Greece and Spain are shifting, more slowly to clothing imports and so 
their fabric imports are still high. 
These six countries accounted for a very high share of 93% of total 
imports of textiles and clothing into EU. Among them Germany was by far the 
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largest importer (38%), followed by U.K. (16%), France (13%) and Italy (12%) in 
1994. The rest of the EU countries took in barely 7% of the total imports. 
Table 5.5: Textiles and Clothing : Major importers from India (Percent 
share) 1994 
Textile & clothings 
, Txtl Fbrs, Yrn & Fbrc 
Clothings 
Textile made-ups 
Cotton yam 
Cotton Fabrics 
T-shirts 
Wmn & gyls bis 
Men & boys shirts 
Bed linen 
Wmn & gris drss 
Wmn & grIs skirts 
TBL tiet, ktchn Inn 
Synthetic fabrics 
Gmny 
38 
23 
44 
42 
18 
25 
36 
53 
43 
39 
41 
54 
47 
15 
Frnc 
13 
11 
15 
12 
8 
9 
18 
8 
15 
18 
14 
12 
9 
7 
U.K. 
16 
17 
15 
13 
14 
21 
19 
18 
17 
14 
24 
14 
8 
37 
Nthind 
8 
9 
10 
7 
6 
10 
8 
9 
12 
9 
9 
7 
Bl-Lx 
6 
9 
4 
5 
15 
13 
4 
3 
4 
4 
5 
10 
Itly 
12 
24 
7 
10 
25 
19 
8 
4 
9 
8 
5 
3 
14 
11 
Spn 
5 
3 
6 
Dnmrk 
3 
• 
Total 
93 
89 
94 
92 
87 
93 
95 
94 
96 
95 
96 
96 
90 
86 
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Mn & boys undrgrmnts 
Knttdd pjms nghtdrss 
Wmn & grls kntd suits 
Other woven grmnts 
Shawls & scarves 
33 
48 
24 
42 
38 
18 
16 
18 
12 
13 
23 
8 
15 
17 
16 
10 
9 
11 
13 
16 
5 
8 
9 
10 
5 
5 
3 
5 
12 
5 
95 
95 
90 j 
94 
i 
93 
Source: ITC, India-European trade trends. 1990-94, Brussles, August 1995. 
Competition Analysis 
EU being the largest market for textiles and clothing in the world, is also 
characterised by very keen competition among the emerging exporters with 
competitive advantage arising from quality of the product and low costs. Among 
the extra EU import sources, China has emerged as a strong and growing 
competitor in EU markets for a number of products, overall, in textiles and 
clothing. It is far ahead with a market share of 12% in the total followed by 
Turkey and Hong Kong with shares of 26% respectively. 
China, Turkey, Hong Kong and India are the sources of imports for a large 
number of products and for all practical purposes account as a suppliers to about 
one third of the import market. India offers a diversified basket of products for 
importing in EU and offers strong competition in certain categories of products, 
such as, women's clothing and Men's and boy's shirts,. India competes closely 
with Hong Kong and Turkey and also faces high competition in the latter product 
from Bangladesh which has the large share of 16% among the competitors. 
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The following tables and graphs represents the major competitors: 
Table 5.6: Extra-EU Imports of Textiles and Clothing: Major competitors 
(%share)1994 
Textile & clothing 
Txtl Fbrs, Yrn & Fbrc 
Clothing 
Textile Made-ups 
Cotton Yarn 
Cotton Fabrics 
T-shirts 
Women & girls blouses 
Men & boys shirts 
Bedlinen 
Women Y girls dress 
Women & girls skirts 
mn & 
Table, toilet, kitchen 
linen 
Synthetic fabrics 
Mn undrgrmnt 
Knitted pajamas, 
nightdress 
Women & girls knitted 
suits 
Other woven garments 
Shawls & scarves 
Chn 
12 
6 
14 
19 
6 
6 
5 
4 
6 
35 
22 
14 
22 
27 
10 
Trky 
8 
5 
10 
9 
10 
8 
18 
11 
7 
9 
14 
9 
12 
25 
16 
8 
H.K. 
6 
9 
7 
14 
15 
16 
7 
8 
9 
India 
5 
11 
13 
9 
5 
13 
10 
14 
12 
15 
11 
5 
12 
17 
10 
49 
Mrco 
5 
5 
7 
6 
10 
7 
7 
5 
PInd 
5 
4 
11 
5 
4 
5 
11 
6 
6 
5 
Pak 
11 
22 
8 
22 
7 
6 
4 
2 
Others (%) 
9 Switzerland, b 
USA 
5 Tunisia 
21 Egypt 
9 Bangladesh 
5 Malaysia 
16 Bangladesh 
4 Thailand 
10 Tunisia 
5 Philippines 
Indonesia, 
Turkey, US 7 
each 
Czech Republic 
17 
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In view to their proximity to EU, the importance eof North Africa and east 
European countries would increase as sourcing bases for clothing under OPT 
policy and would result in offering stiff competition in a variety of products of 
export interest India. 
Conclusion 
The competition within the EC market is likely to increase for various 
reasons. Imports from the extra-EU countries which have already made inroads 
will continue due to their price competitiveness and the likely impact of the freer 
trade regime. The impact of MFA phase-our will throw open this sector to 
competition. The issue relating. The import of these developments is that while 
the EU is se t to protect the textile and clothing industry through relocation, 
restructuring, technology improvement and up-market movement, protectionist 
measures in the form of environmental and packaging issues will generate forces 
to limit market share encroachment from extra-EU imports. 
It also needs to be noted that apparent consumption is expected to 
increase by only 1%, while production is either expected to fall incase of textiles 
or remain closely dependent on the prospects of clothing manufacture. Clothing 
industry itself is also in need. Both the industries are likely to go high tech of EU 
member countries to compete with the inroading low wage structure countries. 
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The final outcome will depend upon the overall restructuring in the member 
countries whose number has increased over the period with probability of 
complex interactions very high in view of the employment considerations. Thus, 
for Indian exports of textiles and clothing EU represents a strong mix of 
opportunities and threats. 
CHAPTER 6 
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CONCLUSIONS AND SUGGESTIONS 
Passing of USSR into nothingness paved way for the end of cold war. The 
world has become unipolar and the USA emerged as the sole leader, influencing 
the economic flows and activities. Many of the countries, world over, had to 
restructure their eco-political policies. India and the member nations of the EU 
were no exception. In the initial pages while formulating the hypothesis pertaining 
to this project it was clearly identified that EU, which has been selected for the 
study, hold plethora of opportunities for India's foreign trade. The European union 
has undoubtedly emerged as an important economic and trading entity of the 
world and it is becoming indispensable for India to redesign the strategies and 
policies. So as to penetrate sensitive but lucrative market of the EU. 
This chapter necessarily endeavours to summarise what has been 
discussed in the earlier chapters so as to have a synoptic view of the situation 
and interpret the policy implications. This chapter further attempts to offer 
suggestions for improving the terms of trade and gains of trade in favour of India. 
Conceptual framework is entitled as the first chapter of the project. The 
chapter is of theoretical nature and efforts have been made to discuss and 
deliberate upon the important theories propounded by the eminent economists 
and thinkers and are presented in a chronological order. The obvious initial 
discussion is on the philosophy of merchantalism which has ruled the minds of all 
for almost three centuries. 
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By the turn of 18"^  century, Adam Smith contradicted the same and 
propounded free trade approach which was inconsonance with the policy of 
Lazzais fair. He advocated for the minimum state intervention in the economic 
activities. His disciple David Richardo, though differed in approach (from absolute 
advantage theory to comparative advantage) also favoured free flow of foreign 
trade. Later J.S. Mills, F.W. Tausing also advocated the same approach. 
The said economic philosophy was discarded by many prominent 
economists namely Karl Marx, Pigou etc. who propagated the role of welfare 
economy and social justice. Further, a detailed analysis of the modern theory of 
international trade propounded by Heskser and Ohiin has also been presented. 
The issues like disequilibrium of balance of payment, the degree of 
protectionism, constraints and the gains of trade etc. have also been covered in 
this chapter. 
In the second chapter an analytical study of the economic structure of the 
member of European Union have been covered. It goes without saying that these 
economies have rich attraction relating to their respective markets. These are the 
nations which are industrially developed and are quality conscious. However, as 
these nations are moving in hi-tech areas, creating opportunities for the Indian 
exporters to take up the areas where the said opportunities exist. Moreover it 
need to be stressed that Indian exporters have to be careful about the quality of 
the goods at competitive price. 
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The member countries of EU are mostly scarce in natural resources. 
However, their geographical location and high degree of technological 
advancement transformed these nations amongst the economic giants of the 
world. They are accumulating trade surpluses over a long period of time and 
have amassed plethora of wealth. These factors put together and some 
international pressure to reduce trade surpluses, have definitely led to structural 
changes in the domestic economies of the member countries which in turn has 
increased consumerism and consequently higher imports. Thus, chapter 2 
proves the first hypothesis (hypothesis (a)) to stated below: 
"European union nations have great economic potentials for other 
countries. Their population and growing affluence create vast scope to maintain 
or increase exports to these countries". 
"The third chapter proves the third (c) hypothesis saying "Indian textile 
industry has all the potentials to meet the specifications of EU customers". 
The second and third chapter seen together proves the second hypothesis 
(hypothesis b) which may be read as below: 
"The economic structure of India and that of the EU nations is such that 
they become complementarily to meet each other's requirements. 
The third chapter consists of a discussion about the structure of Indian 
economy and the changes which have been brought about during the plan 
period. This structural aspect of the economy has been dealt with special 
25"2 
reference to India's foreign trade. India has been facing foreign exchange crisis 
since independence and despite all monetary and fixed measures we have not 
been able to attain a favourable balance of payments position. Even a number of 
doses of devaluation have not succeeded in overcoming the foreign exchange 
crisis. 
It is a world wide phenomenon that the rate of growth of economies is 
lesser than the growth of nations. A foreign trade, thus, there is a constant 
increase in the percentage of gross national products going into foreign trade. 
However, in the case of India's trade relations this growth is relatively low and the 
rate of increase in exports is somewhat slower than that of imports. Like other 
countries too had certain items of exports and the chapter highlights of weakness 
and problems of the Indian textile industries and then constant efforts made by 
the government to improve and protect this industry, as it is a major export 
earner for the nation. 
The fourth chapter necessarily deals with the India's trade with EU. It has 
been stirringly noted that though the EU member countries like Gennany, UK, 
Belgium etc. are one of the most important trading partners, still the over all trade 
trend between the two economic entities i.e. India and EU is highly erratic. Infact 
the detail of 90's is the period of restructuring consolidation and development of 
the union itself. While the Indian exporters took time to give up their skepticism, 
to understand the newer policies of EU and finally, to consolidate and strengthen 
their trade relations. 
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This chapter invalidate the hypothesis (d) which says that the pace of 
India's innports and exports to EU nations have consistent increasing trends 
during the period under review, while the fact is that the trend was erratic during 
the period under review. 
The fifth chapter goes deeper in to the details of export of textile products 
to EU nations. It is hardening to note that India is flaring well in the export of 
textile items. They are successfully competing with the European textile industry 
which poses itself to be the producer of very high quality goods suitable for the 
consumers of European market, while Indian produces are fighting neck to neck. 
However, being a labour intensive industry, India has an obvious advantage 
when compared to the goods produced within EU itself but when compared to 
neighbouring competitors, India still need to go far. Thus proving hypothesis (e) 
on quality maintenance and price control. 
On the basis of foregoing discussion it may safely be concluded that India 
is doing well in the area of textiles. They are producing high quality textile 
products at reasonable prices. Still the researcher feels that if more conquertised 
strategies, the likelihood of bigger success stories in the area of foreign trade 
cannot be ruled out. 
Suggestions to increase textile exports to EU: 
SUGGESTIONS 
India is experiencing in negative trade balance continuous by for decades. 
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India's import bills are much higher than the export earnings that cannot be 
sustained in the long run. The exports will have to be increased to contribute the 
foreign exchange requirements in a bigger way. Hence, India has to make 
elaborate efforts to increase its exports to the world. EU being the affluent and 
fashion oriented society where the consumers often act under the strong 
demonstrating effect can be tapped. On the other hand, Indian textile industry 
with the accumulated experience of centuries can definitely meet their 
requirements. Hence, there seems a total horizon of opportunities in the form of 
fifteen member countries of EU for Indian exporters. However, in order to seize 
and capitalize this opportunity Indian exporters meet sharper skills and a highly 
professional approach. In this process of improvement, certain suggestions 
discussed below may prove to be instrumental. 
(1) High Quality product 
British, German and French people are known for their standard and style 
j 2. 
of living. EU member nations at large are affluent and quality conscious. They 
are further benefited because of the highly developed textile industry of U.K., 
Germany, Luxembourg, Italy, etc While they also have plenty of supplies from 
different countries, having a plethora of variety to choose.'^ Indian exporters 
therefore need to improve their level of quality of goodsf They have to be careful 
right from procuring the raw material to the production of finished output and 
even the packaging. EU is a society where the customers, if satisfied with the 
quality of the products, are ready to pay any price."^ Though our exporter boast 
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regarding the quality of their product, but still there is enough room for the quality 
improvennent which would on the long run help the exporters to win over the 
8 
goodwill and fetch larger trading orders and consequently bigger orders. 
(2) Cost of production 
Textile is said to be labour intensive industry. India being the country with 
huge population, is presumed to have the advantage of no-labour cost and 
10 
consequently, low cost of production. While on the practical aspect, the cost of 
Indian Textile producers is very high and due to mediocre technology, wastages 
// 
due to electricity failures, strikes and lockouts etc. Thus Indian exporters are 
\% 
supposed to take care of these factors and control the cost. Many of the 
competitors like China, Bangladesh etc. are supplying their low costs produces 
any in the low income group consumers. This segment of the market is very 
lucrative at EU & therefore Indian exporters will have to complete counterparts by 
maintaining the cost of their products. 
(3) Proper Segmentation 
EU is a big market with 15 member nations i.e. a big lot of market and 
consumers. It is impossible to approach the whole market in a single stroke and 
\b get satisfactory results. So, in order to meet the specification of different, group 
of consumers the whole EU market should be thoroughly segmented i.e. divided 
on the basis of country, culture, age, sex, class etc. and then the search should 
' 7 
be made to find out the specifications of different segments. These specification. 
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then can easily be handled by the Indian exporters, as a result increasing their 
exports. ' ^ 
For instance the rich citizens of EU are highly oriented towards fashion 
and demand high quality and latest prints and textile material where as the 
iq 
middle class prefers good quality textile at reasonable rates. ' Thus, for textile 
oD 
exporters of India, segmentation on the basis of income will serve the purpose. 
(4) Honouring Small Orders 
There are various members nation of EU, like, Luxembourg, Greece, 
2/ 
Ireland, etc, where India has little or no access. In order to penetrate these 
markets, it will be advisable for Indian exporters to initiate by honouring small 
orders first. By doing so she can get larger orders. Honouring small orders may 
expose him to further market. 
As against this Indian exporters want to start with big orders and earn 
huge profits and therefore prefer the markets where they already have strong 
hold , eg. U.K., Germany, etc. Thus, they need to change their attitude and start 
honouring smaller orders too. 
(5) Exploring New Markets 
Indian exporters feel more comfortable and protected in an already well 
established markets and hardly make efforts to set foot in an unknown market. In 
countries like Ireland, Greece, Luxembourg, Spain where Indian exporters have 
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not yet approached properly, so efforts should be made to explore new markets 
and try to convince them of self-efficiency and create good faith to enchore new 
trade relations. 
(6) Publicity 
'No awareness, No demand.' Indian textile production can comfortably 
meet the international standards. But are all EU nations aware of the fact? Due to 
lack of goodwill, tag of developing nation and traditional image of agricultural; 
and backward technological economy, it cannot have her piece of coke. So 
launching of promotional programmes are needed to maintain and to fetch larger 
shares of the markets. 
(7) Adoption of latest technology:-
Indian textile industries are still running on outdated and obsolete methods 
machineries. Though modernizaions has taken place but we still lack behind. 
The world is changing fast and we have to update ourselves if we want to 
stand in the market and face competition. Thus, it makes necessary to transfer 
and adopt latest and selective technology. On the short run it causes heavy out 
flow of foreign exchange but in the long run the selective technological imports 
will fetch huge amount of foreign exchange. 
The latest technology would enable our exports to face and fight the 
closest textile competitors like China, Japan, etc and also increase their share in 
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the EU market. 
(8) Dynamic:-
World changes fast with time and so does the demand. The exporters 
should be dynamic i.e. aware of the latest changes in the economy, demand, 
socio-economic situation, socio-political conditions, fashion trends, latest 
substitutions, etc in the EU member countries and should be ready to adopt the 
changes and produce accordingly. 
(9) Banking and Insurance Facilities 
No exporting nations can have a break through in the world markets with 
out the synchronised efforts on the parts of its banks, insurance companies. 
Our banks, as they are today, have yet to make their presence felt to the 
EU nations. Attempts have been made by Indian banks and other companies to 
enlarge their network of overseas branches staffed by well informed, trained and 
well versed agents and employees who would be constantly on the lookout for 
how opportunities and able to offer proper guidance and assistance to our visiting 
businessman and prospective exporters. 
(10) Single Window Approach 
Th government of India has broadly categorized the products with long 
term with great precision and special measures undertaken to secure their 
development and improvement to meet the international standards. Textile is one 
259 
of them. Assistance and attention is also given for consolidating the position of 
the established export items in overseas markets. Under the single window 
market the government provides all the raw-material, export credit and 
infrastructural facilities to the sectors so identified, at confessional rates. Thus 
would enable the exporters to produce high quality goods at a reasonable cost 
and compete in the world markets. 
(11) Credit 
India is considered to be a high cost economy which is due to low 
productivity and high cost of infrastructural, banking. 
Other countries provide export credit at a very low rate where as in India 
the rate of interest on export credit is quite high. It would be suggested that low 
cost credit, high quality raw material; at reasonable prices and appropriate 
infrastructural facilities etc should be provided to the exporters. This will enable 
them to be more competitive with improved quality and reduced cost of 
production. 
(12) Packaging 
Packaging plays a very important role in attracting the customer as well as 
preserving the products from breakrage, spoilage or damages. Good and 
attractive packaging leaves good impression in the minds of the customers. It 
creates temptation to buy the product. Though India has made appreciable 
progress yet more efforts are to be made in export items in order to make them 
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more attractively presented and safely reached to the over seas destinations. 
Once well packed, the customers, who are quality conscious, are ready to pay 
even higher prices. 
(13) Delivery Schedules 
Indian exporters lack value for time. They pay very little importance to 
punctuality and thus very little weightage to the delivery schedules, which causes 
them loss of reputation and consequently mitigate the prospects of getting further 
orders. 
A safe margin of time should be kept by he Indian exporters so that they 
would be able to stick to the delivery schedule and satisfy the importers abroad. 
(14) Approach the services of Specialised trading agencies:-
In the selected countries many organizations provide the specialized 
services to facilitate smooth trading in the country. Indian exporters should seek 
their services too and make their presence felt in the market. 
(15) Export Promotion Council:-
The councils have responsibility towards industry, foreign market and 
individuals and these responsibilities focus on the councils primary objective of 
facilitating the Indian industries entry and exploitation of foreign markets. These 
councils encourage quality, low cost of production and fetch better prices in the 
market as well and serve the interests of domestic markets, industry and 
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commerce. In order to meet these responsibilities council must be permitted to 
develop and run their own programmes. It may also be suggested that for every 
important exportable item having potential in near future there should be 
separate export promoting council. All the exporters should take the benefit from 
these promotion councils without contracting the interests of each other. 
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